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THE PROBLEM AND DEFINITIONS OF TERMS USED 
11Every formalized activity selects certain elements from society 
or nature as its special concern. As these activities become 
arts or sciences) they acquire a clearly defined and well classi-
fied body of knowledge which describes the structure and behavior 
of these elements."l 
The whole tendency in recent years is in the direction of a new 
science and recently recognized profession -- the science and profession 
of public relations. To define and study the nature of this field is a 
necessary project if public relations programs are to be sound. To have 
insight into the basis for these programs is imperative if the program is 
to be established. In the past few years) much has been written about the 
activities of the important or neglected "publics" in public relations and 
the tools and techniques used to communicate with these specific groups. 
However, little has been written that establishes a basis or foundation for 
any of these activities. Little has been said about the means required to 
direct and control the~several and essential phases: of a planned public 
relations effort. 
I. Tlae STUDY 
Statement of the problem. It was the purpose of this study (1) to 
establish 11Sup:pliers 11 as a foremost 11public 11 in public relations; (2) to 
present a sound foundation of supplier relations philosophy; and (3) to 
formulat~ a working guide for the establishment of a supplier relations 
program. 
Importance of the study. Supplier relations has frequently been 
discussed as one of the more neglected areas in :public relations. It is 
obviously a crucial area because no business can continue on a balanced 
equilibrium which does not :protect its sources of supply. Strangely 
enough, little literature exists which either traces the evolution of sup-
:plier relations activities or outlines its underlying principles. Both 
its :precepts and techniques have been the outgrowth of separate individual 
experiences that have never been codified. According to Kalman B. Druck, 
Vice President, Carl Byoir &Associates: 
"The relatively few supplier relations :programs now in operation 
have proved their effectiveness and value many times over. The 
fact makes it remarkable that the field of supplier relations 
has been long neglected by so many companies. 11 
He goes on to say: 
"We have searched the literature of our fiel<;i. There is :precious 
little -- even in the :pages of the Public Relations Journal -- on 
the subject. 11 2 
A typical example of the problems that can be encountered in the re-
lationshi:p between buyer and seller is indicated by the following case 
history: 
"The Sharpless Food Corporation*,. New York City, is engaged in 
the manufacture of :packaged food specialties. The corporation 
:purchases in one year approximately $30 million dollars worth 
of raw materials, equipment, services and supplies from 5000 
suppliers. During and after World War II, the company had dif-
ficulty in getting deliveries of these supplies by promised 
dates. Suppliers complained that the company required so many 
confirmations from various executives that each order had to be 
resold several times before it was finally approved. 
nT.he company had difficulty emploYing and keeping competent 
buyers because they objected to their lack of authority in deal-
*Fictitious Name. 
I' 
2. 
ing with suppliers. The high turnover of buyers was criticized 
by suppliers' salesmen who were obliged to ~e-establish relations 
with each new buyer. 
"The company buyers often encouraged salesmen representing sup-
pliers to disclose confidential information which they had re-
ceived concerning the operation of competitors. They also :.· 
readily accepted birthday gifts and Christmas presents of sub-
stantial value from salesmen and enjoyed entertainment at the 
expense of suppliers. This practice was widely criticized in the 
trade. 
"In the past,, the company followed the policy of asking for price 
quotations from several suppliers and accepting the lowest bid. 
Frequently, the purchasing agent attempted to buy below quoted 
prices by asking suppliers for special concessions in quality or 
services which were unavailable to other purchasers in comparable 
circumstances. 
"As a result of Sharpless buying practices and policies, sup-
pliers were :known to have furnished materials of superior quality 
at lower prices to competitors of the Sharpless Corporation. 
Moreover, Sharpless plants were sometimes obliged to shut down on 
account of' shortages of raw materials while competitors were 
alllJ?lY supplied. "3 
The importance of' fair and equitable supplier relations can readily 
be seen by an analysis of the case mentioned above. Therefore: any re-
search which gives promise of increasing supplier understanding is a poten-
tial contribution to the field of public relations. 
From the foregoing statements, it can be seen that this study has a 
double purpose.. First, it seeks to establish an organizational background 
for which supplier relations activities can be properly evaluated. But its 
primary aim is not discussion of professional supplier relations methods 
and techniques, important as they are. Methods, or the use of' tools re-
main, after all, entirely secondary to objectives and the creation of un-
derstanding for this neglected public. For, in industry's approach to the 
problem of' redefining its future relationships with suppliers -- the all-
controlling factor will be the philosophic background possessed by those 
3. 
who are entrusted with supplier relations responsibilities. They are not 
likely to succeed·, unless their supplier policies are predicated upon ac-
curate interpretations of present social and economic trends. 
DEFINITIONS OF TERMS USED 
Supplier Relations. Supplier or vendor relations was interpreted as 
(1) the activities of a company in building sound and ~oductive relations 
with the firms from whom it buys raw materials, parts, accessories, servi-
ces, and equipment; (2) the continuing process by which management endeav-
ors to obtain the :good will and understanding of its suppliers, inwardly 
through self-analysis and correction, outwardly through all means of ex-
pression; (3) the state of such activities, or the degree of their success 
in furthering supplier understanding of an organization's economic and 
social adjustment - as, good or bad supplier relations; (4) the art of 
organizing and developing these actiVities. 
The f>u,rchasing Function. Throughout the report of this study, the 
term "purchasing" or 11procurement" 1 as used in industry and management, 
shall be interpreted as meaning (1) the act and the functional responsi-
bility for procuring raw materials, parts, accessories, services, and equip 
ment required in the operations of an organization; (2) the managerial ac-
tivity which goes beyond the simple act of buying and includes planning and 
scheduling, policy decisions, research and selection (both as to material 
and sources of supply), follow-up to insure proper delivery, and inspection 
as to quantity and quality before acceptance; (3) the personnel involved in 
procurement activities for an organization including the people in the or-
dering, receiving, and inspection departments. 
4. 
A Seller's Market. A seller's market was interpreted as the si tua-
tion which results''when, under competitive or wartime conditions, the de-
mand f'or materials is greater than the supply. Buyers compete f'or the 
limited supplies available. Sellers become more selective as to their 
customers and outlets; their policies and terms are the ones to prevail in 
the sales transaction, and they are less inclined to make concessions to 
the buyer. 
Organizing was interpreted as the analysis and grouping of' all the 
activities necessary to the objectives of' a supplier relations program so 
as to provide a structure of' duties and responsibilities f'or such an 
activity. 
:METHODS USED · 
While this thesis was written with public relations significance in 
mind, it is evident that there has been little or no research attempted or 
public relations literature available to use as background material. These 
conclusions are confirmed by the study referred to in a previous section. 
The all-inclusive approaches to the study of' supplier relations may 
best be distinguis~ed by reference to the special interests involved or 
types of' problems they investigate. One such approach, f'or instance, could 
study the existing attitudes and opinions of' buyers and sellers. But in 
order f'or this survey to have validity, it must be undertaken on a broad 
scale. This has already been accomplished as part of' a general investiga-
tion of' purchasing policies, procedures, and practices by national research 
organizations. Anqther type of' approach could be concerned with a statis-
tical analysis of' the frequency of' supplier relations activities in various 
types and sizes of' industry. This has already been achieved by public 
5· 
relations organizations and students in the field. Still another approach 
could give major attention to the supplier relations tools and techniques 
used by various industries. This has also been done by public relations 
writers and researchers. Moreover, studies have been conducted :f'or the 
purchasing and sales fraternities which have supplier relations signifi-
cance. On that basis, it is felt that additional studies or surveys of' 
this nature would ~ot be appropriate at this time. Rather, it is the in-
tention to extract and interpret all relevant aspects of these studies 
made thus :f'ar that have supplier relations connotations, and to formulate 
background policies based on these diversified studies in order to codify 
and classify the data :f'ram a public relations perspective. 
Based on these survey findings, including extensive research of' busi-
ness textbooks and periodicals, and by inquiries regarding·supplier prac-
tices in three representative companies, it is felt that this report will 
present a working gUide to the background and organization :f'or,supplier re-
lations. 
Since most of' the research in this study involved data already com-
piled as contrasted with laboratory research or field study, and was aimed 
at the integration of' diverse regions of' business behavior rather than the 
discovery of' new material, it will be easy to say of' much of' the speci:f':li.e;_·. 
data presented: "W~ knew that already." Underlying the study, however, is 
the assumption that by the presentation of' these supplier relations con-
siderations, familiar though same of' them may be, in their inter-relatednes1 
in a specific situation, ·fresh light may be thrown upon old problems and so 
give rise to further investigation in supplier relations. 
6. 
J 
The aim bas been to record observed phenomena in the area of sup-
plier relations, thereby raising questions and suggesting possible fresh 
points of departure in supplier relations activities. 
BASIC CONSID.ERATIONS 
There seem to be two main reasons why supplier relations bas been 
neglected by so many companies: 
(1) That there is no need for supplier relations since the tradi-
tional approach to buying is still essentially the same. (The objectives 
being to buy the right quantity, the right quality, at the right time, and 
at the right price.) 
·:;It is the aim of this· paper to explore the shortcomings o~ this 
traditional approach to buying and enlarge buying objectives to include 
"supplier relations," as an important element of purchasing. The objective 
will be to stress that price is meaningless unless it is predicated on re-
liability and continuity of supply and satisfactory commercial relation-
ships. This problem will be approached by an analysis of the economic 
revolution in the concepts of purchasing and that modern mass-production 
operations depend on a steady and reliable flow of material. 
(2) That a great many public relations departments in corporate 
organizations have operated in a vacuum insofar as purchasing departments 
are concerned -- for close staff work with the purchasing department is 
essential for supplier relations action. 
This study will endeavor to stress the necessity of close co-
ordination between the public relations and purchasing department in 
organizing for supplier re~ations. A working guide to internal research 
I 
f'or supplier relations in a medium-sized organization will be analyzed in 
I 
order to,: ' I 
I (a) alllcate responsibility f'or supplier relations. 
(b) int~grate and unif'y supplier relations functions. 
I ' 
I ' (c) instre a coordinated and balanced ~lan f'or internal 
resJarch. 
! 
i 
I 
O~GA.l'UZATION OF REMAINDER OF THE THESIS 
I 
The work has (been divided into f'our parts -- Why Supplier Relations; 
I . 
The Economic, Ethic~l and Legal Aspects of' su:rplier Relations; Procurement; 
: 
and Organizing f'or Supplier Relations. This seems a logical division. 
. I 
I 
The first par~, Why Supplier Relations, deals briefly with the sup-
l .. 
. plier situation f'ac~d by the average corporation, the need f'or improved 
I 
supplier relations,) and basic considerations in supplier relations philoso-
phy, in ~rder to pl~ce this specialized area of' public relations into 
. i 
sharper perspectivel 
• I 
I The second paft, ~e Economic, Ethical arid Legal Aspects of' Supplier 
Relations was incl~~ed in order to bring out that no policy between buyer 
I 
and seller is a simple matter, either in respect to the factors that must· 
! 
I 
be considered in arriving at the policies, or in the ethical, legal and 
I 
economic implicatiots of' the policy. ·.- ., · 
The third part, Procurement, embraces a s~udy of' the purchasing de-
i 
partment, which is the priJ;lcipa.l link in manufacturing .concerns between 
.I 
suppliers and buyer~. 
I 
The fourth ~t, Organizing f'or Supplier Relations, studies three 
-representative com~nies and their supplier relations activities. Particu-
1 
I 
8. 
I 
lar emphasis has b1en placed on the definite sequence of steps to be fol-
lowed in supplier Jelations organization and the internal research neces-
sary to allocate sjpplier ~elations responsibilities. 
I , 
i 
I 
I 
I 
I 
9· 
--
I 
! 
I 
I 
i 
I 
i 
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PART ONE 
WHY SUPPLIER RELATIONS 
e. 
Introduction 
PART ONE 
CHA.P.fER II • 
WHY SUPPLIER RELATIONS 
American corporations have increased in size and their customers have 
come to spread over thousands of miles of territory. Size alone has in-
creased tremendously the opportunities for misunderstanding and disagree-
ment. The modern business corporation has relations with its customers, 
with suppliers of raw materials, of partly finished parts, of services of 
all descriptions, and with the public in general. Misunderstandings can 
arise in any of these relationships. Customers, suppliers, and the public 
can all misunderstand the corporation an~perbaps more important,the cor-
poration management can misunderstand customers, suppliers, and the public. 
Of the various publics involved in a corporation 1 s business relations, 
the suppliers have a distinct and important position. Few other places ex-
ist· in public relations when business ethics and codes of conduct show their 
presence or absence more clearly than in buying policy. Many companies buy 
from a few to as many as fifty thousand or more supplying firms. If the 
number of suppliers are multiplied by the number of their employees, the 
population of the supplier public would be extensive. These people could 
be potential customers, stockholders, and goodwill representatives for the 
buyer organization. 
Into the atmosphere of tension and major difficulties that today be-
set buyer organizations, an entirely new element bas been injected. That 
factor, elusive and intangible, is what these suppliers of raw materials, 
(1-
parts and services think and why. 
Business men --or some of' them- saw the value of' good supplier rela-
tions during and af'ter World War II when buyers depended on sellers f'or 
scarce materials. Public relation~ practitioners - or some of' them - are 
at least awake to the serious problem of' supplier misunderstanding -- but 
very f'ew of' them have af'f'orded the degree of'aancentration in the area that 
it 'tvarrants. 
The Need f'or Improved Supplier Relations 
At the half'way mark in the twentieth century, the nation looks back 
on a period of' great material accomplishment. Only during periods of' ad-
versity have there been great resource shortages wherein industry had to 
scramble f'or suppliers of' material and supplies. During these occasions 
it would only be natural f'or the suppliers to conduct business with their 
best business relations -- relations that were promoted during so-called 
ugood11 times. The illJl)ortance of' building up these relations during lush 
periods cannot be overemphasized. In the years that lie ahead, management 
might be f'aced with an enlarged problem of' permanent scarcities where the 
seller will be the pursued instead of' the pursuer. This f'actor, of' f'uture 
adequacy of' material resources, was recently surveyed by the United States 
Material Policy Commission. Its aim was to estimate the uses and sources 
of material by 1975· It f'inds in its own words: 
nin areaaf'ter area, the same pattern seems discernible: Soaring 
demand, shrinking resources, the consequent pressure toward ris-
ing real costs, the risk of' wartime shortages, the ultimate 
threat of' an arrest or decline in the standard of' living we cher-
ish and hope others to attain. "1 ·" 
13. 
This problem of scarcity of materials could have serious implications 
for many companies in the future and their past buying policies would not 
necessarily be the best policies to use in a scramble for materials and 
supplies. According to Canfield: 
"Purchasers have been accused by vendors of seeking special price 
concessions by oppressive methods; demanding prices lower than 
those quoted by other buyers; accepting bribes from sellers; de-
manding special quality, prices, terms, or discounts not called 
.for by the order; making unreasonable claims for the purpose of 
securing price reductions; soliciting confidential information 
concerning the operations of competitors; misrepresenting prices 
and conditions offered by another vendor; and boycotting and 
blacklisting vendors."2 . 
Have public relations practitioners realized the importance of pro-
moting good supplier relations to combat any future adversity when they 
will have to rely on the goodwill of the seller? In many companies, this 
importance has not been realized by the public relations department. In 
an analysis of public relations functions in twenty-five representative 
industrial concerns, it was discovered that only two public relations de-
partments were active· in the area involving suppliers. Moreover, of the 
sixteen publics ranked by these companies in order of importance, sup-
pliers ranked l4th. Women's clubs and service clubs received greater at-
tention.3 
All of the texts in public relations written thus far seem to re-
affirm this second-place role of supplier relations. According to 
Nielander and Miller: nBoth in theory and in practice, management 1 s deal-
ings with suppliers appear to be neglected as a field for positive public 
relations. 114 On the other hand, negative or bad supplier relations does 
not seem to be rewarding or profitable from a business standpoint. 
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"In the retailing field, the cost of unfair trade practices be-
tween buyer and seller has been conservatively estimated at two 
hundred fifty million a year. This is either passed on to the 
public in prices, or is subtracted from wages and profits. 115 
"Supplier relations has too long been the stepchild of public 
relations. Serious and expert attention are needed to make it 
a full-fledged member of' the f'amily. 116 
A New Field 
Supplier relations is a comparatively new field of public relations 
endeavor and, like so many new areas of' public relations, it has grown and 
developed without rigid organization. Lack of' standardization is largely 
due to the absence of precedent upon which so many business practices are 
based. Supplier relations has been a pioneering job, with a company de-
veloping a program which fits its own needs and which harmonizes with its 
overall organization. 
Supplier relations organization is custom-made, not only because of 
the lack of' precedent, but also because of the many factors which affect 
the development of any such program. In utilizing the material presented 
here, it is of' value to have in mind some of' these factors which account 
for variations in the organization for supplier relations. First, the at-
titude of management will decide the importance and placement of' suppliers 
in the company's publics. The second factor which will influence the or-
ganization for supplier relations is a decision that must be made by top 
management, the public relations director or the purchasing executive. 
Should the public relations department confine itself' to studying and 
crystallizing the public relations problems of' the general public (employ-
ees, stockholders, etc.) and have the.purchasing department responsible for 
15-
all supplier relations activities? Or should it be responsible for the 
function since suppliers are a segment of the public. 
As already noted, the number of the suppliers and the organization of 
the public relations and purchasing functions would also be taken into con 
sideration. 
Advantages of Good Supplier Relations. 
The advantages accruing from a comprehensive and consistent supplier 
relations program are eminently practical. They are amply stated in the 
following paragraphs: 
"Suppliers are more than merely a source of materials or merchan-
dise; they are also an invaluable source of information regarding 
merchandise, materials, markets, prices, trends of consumption, 
and trade information. These facts are essential in buying the 
right products at the right time and at the right price. 
"Through friendly, understanding relations with suppliers, pro-
ducers and dealers are assured of a reliable source of supply in 
the face of unforeseen shortages created by abnormal or unexpected 
demand or emergencies which curtail production. 
"Suppliers of material and equipment are often excellent sales 
prospects for the products of manufacturers and wholesalers. Many 
purchasers follow a policy of reciprocity, giving buying prefer-
ence to resources who are customers. 
"Good relations with vendors often contributes to prompt deliver-
ies which may be more important to a buyer than even lower price 
or higher quality. Particularly in abnormal times or in an emer-
gency, good relations with vendors secures their cooperation in 
fulfilling delivery dates promised or making special deliveries. 
11Good publicity and word-of-mouth advertising by suppliers are 
products of good supplier-purchaser relations. Hundreds of sup-
plier salesmen, servicemen, and deliverymen may be converted into 
enthusiastic boosters for a concern and its products if they are 
given courteous consideration and fair treatment. 
"The best prices are usually quoted to purchasers who maintain 
good relations with sellers. It is only human for vendors to 
offer bargains and liberal terms to buyers who are courteous and 
businesslike in their treatment of suppliers. 
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uPurcha.sers who are honest a.nd f'a.ir in their dealings with sup-
pliers of'ten a.re granted special privileges on returns a.nd ad-
justments, allowances on replaced equipment, special packaging, 
guaranty against price increases, and other benefits which are 
not a.va.ila.ble to less cooperative buyers. n7 
P.rof'ita.ble benefits from supplier relations programs have been proved 
in many instances. The case that follows is a.n example f'rom the food in-
dustry. (The Great Atlantic & Pacific Tea. Co.) 
11During World War II, most of' the chickens that went to 
market as meat were mostly old, tough, skimpy, by-products. 
The industry aimed to produce laying hens and the worn-out hens 
a.nd the roosters were sent to market. It took from 14 to 18 
weeks to grow a. chicken to market size and f'our 1bs. of feed to 
produce a lb. of chicken meat. 
"To help the poultry industry a.nd to insure better sup-
plies, A & P organized a nationwide breeding contest and paid 
the expenses of organization, operation and prizes. By 1951, 
80% of' the Boo million meat-type chickens that went to market 
were descendants of' the "Chicken of Tomorrow" Contest f'locks. 
"Benefits to poultry owners: increased returns, more 
economical and efficient use of facilities, new geographical 
a.rea.s brought into profitable production. The consumer has been 
given better values that have made chicken an everyday meat. 
Last year more than a. billion meat-type chickens were produced, 
contrasted with 200 million produced annually before the ''Chicken 
of' Tomorrow I program. nl) 
The Majority 
A supplier relations program, geared to company needs, is practical 
for almost any type of' corporate organization. However, the tasks in-
volved and the manner in which they ca.n be carried out effectively vary 
with the size of the organization, the number of suppliers, and the im-
portance of purchased material in relation to the manuf'acturing "dollar". 
Therefore, the program would be adopted accordingly. 
Obviously, the number of suppliers would determine the importance of 
organized supplier relations activities a.s would a.ny public relations pro-
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gram. An organization with millions of suppl~ers would natur~y be con-
cerned wi tb the important supplier public • Regardless of the amount of 
supp~iers, it must be remembered that they are still potential customers 
and goodwill representatives of the buying organization. 
The significance of materials and their procurement in any particular 
operation will also vary within wide limits, according to the type of busi 
ness and the sort of materials used. Generalizations, therefore, are of 
little value in their application to individual cases. In a later chapter, 
it will be seen that the cost of purchased material, for the average cam-
pany, amounts to approximately one-half t>tl the total manufactured cost, 
but this varies from 20% to 8o%. ' Here too, it must be remembered that the 
suppliers are still potential customers and should be ranked accordingly. 
Some Guiding Principles 
In facing the responsibility to organize for supplier relations, it 
is well to recognize certain fundamental principles, including: 
(1) Oral communications: In industry, the important communications 
take p~ace in face-to-face relationships. The best way to get information 
across has always been to talk directly to those,who can pass it along. 
Supp~ier relations thrives on this face-to-face relationship between buyer 
and seller. In fact, it is one of the few areas in public relations where 
the spoken word plays such an important role. 
(2) The purchasing executive is the key communicator of supplier re-
lations: The purchasing executive as the buyer of goods is the princi-
pal channel for improving supplier re~ations. Alert management will, 
therefore, do everything within its power to supp~y him with information 
and assistance in strengthening his relations with suppliers, recognizing 
that he wants to know as much as possible about his supplier relations --
and wants to hear it directly from management itself, not from subordin-
ates or outside sources. 
(3) Responsibility for supplier relations must be clearly defined 
before a program can be executed: Organizing for supplier relations in-
volves an awareness of top management of the relationship between the pur-
chasing executive and the suppliers over and above pure business trans-
actions. Equally important is the recognition by the public relations 
department of its responsibility for promoting supplier relations and the 
purchasing function 1 s responsibility for administering supplier relations 
principles and practices. 
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PART TWO 
ECONOMICAL, ETHICAL AND LEGAL ASPECTS 
OF SUPPLIER RELATIONS 
j.l 
PART 1WO 
CHAP.rER III • 
ECONOMIC ASPECTS OF SUPPLIER RElATIONS 
Background 
At the turn of the last century, many large compa.D.ies had accumulated 
such an investment that stability of the economy and a continuity of opera 
tion were essential to the maintenance of its value. 
Pressure of events was compelling management to think in terms of the 
future rather tha.IJ. the present. The fixity of capital investment, mass 
production, the need for continuous distribution, all demanded integrated 
organization. To maintain continuity in the flow of raw materials to the 
manufacturer and of finished products to the consumers, internal and ex-
ternal conditions had to be shaped. 
Long-range planning took the place of the astute judgements with 
which the entrepreneur met the problems of the passing hour. Success de-
pended more upon carefully considered policies, designed to fit present 
realities and to allow for future potentialities rather than~on the 
seizure of momentary advantages. Immed~ate profit was no longer the sole 
objective. In its place an established trade position became paramount.1 
The Traditional Approach: The Right Quantity, Quality, Time and Price 
Up to this point, the discussion has evolved around the inevitable 
cha.IJ.ge in business operations since 1900 and the altering of the tradi-
tional attitude toward profit-making. 
11Under the old-fashioned concept the successful purchasing 
agent was the one who could exploit his suppliers instead of 
being exploited by them; and by contrast, the modern purchasing 
agent works with his suppliers as if they were parts of his own 
company. "2 
In other words, sound supplier relations are now based on a philosoph~ 
of a profitable business partnership in which vendors and purchasers are 
engaged in working together to produce and distribute products of the high 
est quaiity at the lowest possible price for the satisfaction of the ulti-
mate consumer. In effect, this philosophy has all the principles of sound 
public relations. 
Conversely, what has happened to the traditional approach of "exploit-
ing" suppliers? Has it really changed? Is it not a basic assumption in 
our particular form of economic organization that each individual is moti-
vated by the search for individual profit and that every act of management 
is prompted by the desire for profit? Has there really been a fundamental 
change in business philosophy wherein the low price and immediate profit 
is not still the fundamental operating philosophy? 
The views of those persons who believe in whole or in part that the 
traditional approach to purchasing hasn't been altered might be stated 
somewhat as follows: 
" ••• that business is a game in which the participant tries to 
annihilate or drive out his competitor, squeeze the last dollar 
out of his customers, and do all his mm buying below wholesale. "3 
And from a more conservative observation: 
"It is often forgotten in these days of business statesmanship, 
genteel public relations, and corporate institutionalism that 
running a corporation is still a game in which the bargain struck 
in the market is as decisive as it was when the first horse was 
traded, and not much different. The principal bargainer may be 
titled president or chairman of a committee, decisions may be 
called policies, and the immediate decisions may be complicated 
by long-range considerations, but the essence of the game is the 
same. Something is fashioned or chosen, and transported, in ac-
cordance with the physical rules of nature, and sold in a mar-
ket in accordance with the strategies of men. And se.tting aside 
complications of motive~ the measure of4the outcome in the mar-ket is still money, or profit or loss. 11 
Circumventing these views are the general philosophies of management 
in their evaluation of materials bought. Stuart F. Heinritz, Editor of 
Purchasing Magazine states it as follows: 
11Management :properly expects its purchasing agents to negotiate 
and buy at the most favorable price obtainable· and is likely to 
judge the efficiency of its purchasing department on the basis 
of :price paid. 115 
And Lewis A. Froman, author of the 'Principles of Economics, says that: 
"It is a common practice to measure the ability of a manager in terms of 
the amount of profit which he can make for the owner.116 
The New Approach -- Reliability and Continuity of Supply and Satisfactory 
Bommercial Relations. 
No doubt, the :problem of :price is a central one in our economic organ-
ization and the objectives of purchasing include the buying of the right 
products, at the right time, in the right quantity and at the lowest possi-
ble price~ Yet, to limit these objectives without a consideration of other 
factors could be of serious consequence to many companies in the modern 
business world. A consideration of a major American industry would be ap-
propriate to determine 11if a bargain struck in the market is as decisive 
as it was when the first horse -vras traded, and not much different. 11 Sup-
pose the bargain struck in the market was the lowest :price for parts for a 
company in the aircraft industry? It might be assumed that the bargain 
was struck, production accomplished and :profits realized. 
11Far from the case in the aircraft industry -- Incredible numbers 
of design changes take place after :production has start~d and it 
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is imperative that the company rely on the suppliers of' these 
parts f'or changing designs and providing continuous service un-
der adverse conditions.n7 
To be more· specific, take the matter of changes in the original'~ar-
gain. n "One company reported that 57,000 change orders were processed 
within one year -- the danger of' good vendor relations figured prominently 
in these changes. uS Since these situations arise, it would only be natu-
ral f'or the company to consider other factors along with a "so-called ' 
"right" price. From this study of' the aircraft industry, it was con...; 
eluded that nGood vendor relationships must be developed f'ol;' optimum 
service, quality and price."9 Thus, the reliability and continuity of' 
these aircraft supplies is an important f'actor to consider in the pur-
chasing transaction. 
The objective on each side of' these purchasing transactions is to 
establish a relationship of' mutual confidence and satisfaction on which 
both distribution and procurement plans can be based. It can also measur-
ably add to long-range reliability and current advantage when the proper 
relationships are established. 
A statistical study based on the record of' one representative pur-
chasing department, that of' the Radio Corporation of' America, provides 
significant evidence of' industrial purchasing practice on this point~0 In 
a typical year, 23,593 sales interviews were conducted by the buyers of 
this department. In the same year, ll8,ooo purchase orders were issued --
a ratio of' slightly more than five purchase orders to each sales presenta-
tion and interview. Thus, the establishment of mutual confidence and sat-
isf'action resulted in a continuing flow of business -- an assured outlet 
f'or goods and assured sources of supply -- to the benefit of' vendor and 
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buyer alike . 
Price is without question a consideration of major importance in any 
purchase transaction but in the new approach to procurement of supplies 
it probably will have to be one of the last factors to be considered~ 
According to Heinritz: 
11No honest purchasing man will deny a keen interest in the prices 
of the materials he buys, but he will be just as honest in de-
claring that price is generally the last factor to be considered, 
for price is meaningless unless it is predicated on adequate 
quality, assured delivery, reliability and continuity of supply; 
and satisfactory commercial relations. 1111 
In general, the above statement seems to exemplify the feelings of 
the purchasip.g fraternity. In a study of four hundred representative 
12 purchasing agents in American industry: 11Reliabil:i.ty of the seller" 
and "continuous supply under all conditions 11 ranked higher than "low 
price 11 as factors in the selection o:f sources o:f supply. 
The Importance of Satisfactory Commercial Relations 
(1) When Adversity Strikes. The reader will :find in these pages a 
nUmber o:f references to supplier relations under wartime conditions. War-
time conditions are not normal, but in the case o:f supplier relations, it 
has been these very abnormalities -- the shortages o:f material; the empha.-· 
sis on service and vendor relations -- that have served as the means o:f 
:formulating techniques in supplier relations and have made management 
aware o:f the significance and possibilities o:f good relations with re-
sources: 
"The importance o:f good supplier relations was :forcefully recog-
nized by manufacturers and wholesalers during and :following 
World War II. Farsighted manufacturers and merchants who had 
cultivated close and :friendly relations with their resources 
during the prewar years secured their share o:f the limited sup-
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plies available plus prompt delivery and service."13 
On the other side of the picture, it can be argued that a 
seller's market or periods of scarcity are not normal conditions. In 
much the same way it has supposed that, while there might be in the 
economy occasional periods of war and shortages ~here buyers were com-
pletely dependent on the sellers, the normal condition was one of well-
being. This philosophy has receiv~d a severe shaking in the past fifteen 
years with its extended periods of scarcities and shortages. 
"Moreover 1 competition among manufacturers and merchants for 
the products of good suppliers promises to be as4keen within the next decade as the struggle for customers."l 
Current news reports and business editorials tend to parallel 
this prediction and its underlying causes. 
From Business Week: 
nThousands of companies are using government priorities and 
directives once more. Materials and controls} almost forgot-
ten since the Korean armistic~are becoming important again. 
It's all because the continuing boom in U. s. industrial pro-
duction is putting the squeeze on supplies."l5 
From Iron Age -- The :National Metalworking Weekly: 
"The current steel shortage started to build up months ago. 
It points up the crux of customer unhappiness -- shortages of 
capacity during '1 good times. 1116 
(2) For Service and Satisfaction. It has already been established 
that a continuous source of supply is highly important as a factor to be 
considered in the purchasing transactionj ~he objective being to find the 
one best source so that not only the order in question, but succeeding 
repetitive orders for the same material or item, can be placed with the 
same supplier or suppliers with confidence in the original selection. In 
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other words, the decision as to a source of supply contemplates a continu-
ing relationship over a period of time. This notion, of the relationship 
between buyers and sellers, tends to dispel the basic assumption that the 
individual search for individual profits can be applied to companies. 
11For corporations do not produce separate and distinct products 
and do not sell to the final consumer. On the contrary, they 
are related to each other as buyer to seller, seller to buyer, 
and competitor."17 
These economists go on to say: 
"It is apparent that a corporation can grow and be prosperous, 
not solely because it is efficient but be8cause it may haye favorable connections with other firms. "1 · 
These so-called "favorable connections 11 could be listed under patron-
age motives as "Past services renderedj satisfactory:relationships." 
. . J 
When the reason for buying products is supported by a series of satisfac-
tory transactions, there is reasonable assurance that the selection has 
been completely made, and the basis exists for a continuing relationship 
between buyer and supplier. This service factor combined with satisfac-
tion is prevalent in many buyer-seller relationships. For example, in the 
General Electric Company,employees in the purchasing department work in 
close cooperation with vendors to determine designs, processes, and 
materials which will utilize the most modern manufacturing methods availa-
ble~9 The National Conference Board Survey of Industrial Purchasing Prac-
tices reports that buyers often regard their suppliers as outstanding 
sources of profitable suggestions for material substitution, standardiza-
tion and specification revision.2° 
"It may reasonably be expected, too, that such well-founded ex-
perience will improve as the relationship is continued. As 
buyer and seller become more familiar with one another•s needs 
and conditions of operations, as. they become accustomed to doing 
, 
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business with each other, as personal contacts became more 
friendly and intimate) and confidence is mutually strength-
ened, all these factors should be reflected in a still more 
satisfactory source of supply. n2l 
CONCLUSIONS 
The factors underlying the principles of supplier relations were 
e,sentially economic. The very motive for man's activity in the business 
wqrld is still his desire for economic gain. It is this economic motive 
that forces purchasing actions that may be directly or indirectly unsound 
from a long-range viewpoint. Does this mean, then, that the institutions 
of: profit and purchasing are opposed to any sound theory of supplier rela-
tibns? No, not at all: It merely means that a corporate organization, 
in. its desire for gain, must contrast immediate economic achievement and 
advancement in a "let the buyer beware" type of business world with a 
slJ,w.er and perhaps more steady gain in an improving world. The validity 
I 
oflthis new approach to purchasing lies in the great growth of business 
or~anizations in the past fifty years. In the next fifty years, manage-
me*t might have to consider the factors of "continuity of supply11 and 
I 
ns~tisfactory commercial relations" as all-important elements in a pur-
chasing transaction. It appear.s that the traditional approach or 11horse 
tr~ing11 has been altered to consider these other factors. 
"In no other business transaction did the buyer need to be so 
wary of the horse or the claims of the seller .. It is incon-
ceivable that any business would be conducted on that basis 
today. Everything about modern business is built around truth 
about merchandise and willingness to support every claiin made 
by it. 1122 
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CHA.P.rER IV. 
ETHICAL ASPECTS OF SUPPLIER RELATIONS 
Introduction 
During the progressive development of corporate organizations, a 
great deal of abuses and corrupt customs naturally occurred. 
"A change came about in 1900 when there was a turn to higher 
moral standards in business brought about because of an 
aroused public, the gradual change to a 'buyer's 1 market, the 
need that manufacturers began to feel for national markets, 
national acceptance of their merchandise, and national good 
Will. n~ 
This self regulation of moral principles in business led to the 
adoption of codes of conduct which made competition more honorable and 
ethical.' In merchandising, for instance, "the one time legal custom of 
caveat emptor, 'let the buyer look out, 1 has given way to the opposite 
and humanistic practice of implied wa.rranties."2 This change frC?m 
ncaveat emptor 11 to l1;implied warranties" is a good example of adjusting 
economic trends to prevailing customs by subordinating large profits to 
reliable merchandise.3 
Ethics and Supplier Relations Organization 
Earlier in this study it was pointed out that the purchasing execu-
tive -- as the buyer of goods -- is the principal channel for improving 
supplier relations. He is the custodian of company funds, responsible for 
their conservation and wise expenditure. 
"Moreover, through his contacts and dealings with vendors, be is 
a custodian of the company's reputation for courtesy and fair 
dealing. The ultimate act of selecting a vendor and awarding 
the order is essentially a matter of patronage. For all these 
reasons, a high ethical standard of conduct is essential. n4 
As noted above, codes of conduct have been formulated that made com-
petition more honorable and ethical. A good example of a code that should 
be taken into consideration in organizing for supplier relations is em-
bodied in uT.he Principles and Standards of Purchasing Practice" advocated 
by the National Association of Purchasing Agents: 
(l) To consider, first, the interests of his company in all trans-
actions and to carry out and believe in its established policies. 
(2) To be receptive to competent counsel from his colleagues and to 
be guided by such counsel without impairing the dignity and responsibility 
of his office. 
(3) To buy without prejudice, seeking to obtain the maximum ultimate 
value for each dollar of expenditure. 
(4) To strive consistently for knowledge of the materials and proe 
ceases of manufacture and to establish practical methods for the conduct 
of his office. 
(5) To subscribe to and work for honesty and truth in buying and 
selling, and to denounce all forms and manifestations of commercial 
bribery. 
(6) To accord a prompt and courteous reception, so far as conditions • 
ivill permit, to all who call on a legitimate business mission. 
(7) To respect his obligations and to require that obligations to 
him and to his concern be respected, consistent with good business prac-
tice. 
(8) To avoid sharp practice. 
(9) To counsel and assist fellow purchasing agents in the perform-
ance of their duties, whenever occasion permits. 
(10) To cooperate with all organizations and individuals engaged in 
activities designed to enhance the development and standing of purchasing. 
It will be noted in the purchasing code that the obligations could 
fall into five general classifications: 
{l) Common honesty. 
(2) Obligations to the profession. 
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(3) Obligations to the buyer's own company; that is, those inher-
ent in the purchasing function. 
(4) Obligations to the supplier. 
(5) Avoidance of sharp practice. 
Act'®.lly, the first of' these points requires no arguments. Fraud 
and lying have no place in any phase of' business or other human relation-
ships. On the other hand, 
nsome observers feel that there can be no true ethica.J. principles 
applied to business because the desire f'or profit is so strong a 
motivating force, that even though ethical considerations are :im-
portant in his reasoning, the businessman will tend to be influ-
enced by the greater, more powerful force of profit. n5 
Does not this sole motive of profit have an important corollary in 
the high mortality rate which it possibly creates? When the causes of 
failure of' 516 bankrupt enterprises in Boston were analyzed, it was dis-
covered that dishonesty and fraud accounted for over one third of' the fail 
ures. (Creditor's opinion). Although this survey could not isola:te some 
one cause because of the many factors that could contribute to the lack of 
success, it is evident that the opinions of' those creditors would not 
necessarily be conducive to the promotion of' good public relations ~or any 
enterprise. 
The second point can be dismissed with brief' comment. Cooperation foJ 
the advancement of' one's profession is primarily a matter of enlightened 
self-interest. 
The third and fourth points are the foundations for any supplier re-
lations program. As the point of' contact in dealing with suppliers, the 
purchasing executive would naturally hold the company's reputation in this 
respect largely in his own hands. Specific references to these 
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ob~igations wi~ be made in ~ater chapters. 
Fina~~y, the term "sharp practice,11 as condemned in the buyer's code, 
could be defined as uborder~ine consideration o:f po~icy and conduct."7 
11When modern :forms o:f un:fair competition in business, in genera~, are ex-
amined, they seem to :f~ into two c~assesj those :forbidden by ~aw and 
those condemned by custom."8 A :few typica~ i~ustrations will serve to 
point out the necessity o:f analyzing purchasing po~icies and practices 
before a supp~ier re~ations program is :formulated: 
a. nit is sharp practice to ~eave copies o:f competitors' bids 
or other confidential correspondence in open ¥iew on the desk 
whi~e negotiating with a seller, in the know~edge that the 
~atter can scarce~y :fai~ to notice them. 
b. 11It is sharp practice to ca~~ for a ~arge number of bids mere-
~Y in the hope that some supp~ier wi~~ make an error in his 
estimate, o:f which the buyer can take advantage. "9 
According to Stuart F. Heinri tz: 
"Sharp practices ·be~ong to the o~d schoo~ o:f unscrupulous shrelvd-
ness, when buying was concerned with the immediate transaction 
rather than the ~eng-range program. In modern procurement and 
marketing, which are based on mutua~ confidence and integrity, 
such practices are :frowned upon just as severely by the buyers 
themselves as by the sales organizations with 1ihich they deal. "~0 
The Golden Rule 
The Golden Rule, with its simple statement, nDo unto others as you 
·would have them do unto you, nll would have to be primarily considered in 
:formulating company policies :for supplier re~ations. The man-to-man con-
tact between buyer and seller provides an ideal basis :for the application 
of this age-old rule. It is said that: uFew other places exist in public 
relations when the Golden Rule shows its presence or absence more clear~y 
than in buying policy."12 Moreover, 11it is the basis for all the succ 
ful efforts to 
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educational institution, department o~ government, or economic or social 
organization. ttl3 
It must be recognized, however, that the application o~ the Golden 
Rule to buyer-seller relationships would not necessarily be the cure-all 
~or poor supplier relations. I! 
"U human conduct were always in accordance with the Golden Rule, 
there would be no need ~or this large body o~ law which attempts 
to confine human action to proper boundaries. Were every busi-
ness carried on in accordance with the Golden Rule, there would 4 be no need ~or unfair practice acts or any kind o~ regulations. nl 
In smaller companies, the purchasing executive would again be the 
chie~ communicator o~ the Golden Rule in supplier relations. He would, i~ 
the program is to be success~ul, have to act as he would want others to 
act toward him. In larger com:panies, the problem might be more complex 
but it has been accomplished. For instance, nit seems that all chains to-
day operate according to th~ Golden Rule. 1115 They might not have reduced 
their moral code to writing, but they have unwritten laws which they_ad-
here to religiously. An example o~ one o~ these unwritten laws would be 
11to buy, whenever possible, ~rom local industries, and in all cases, ~rom 
suppliers o~ high repute. ul6 · 
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CONCLUSIONS . 
T.he preceding chapter is necessarily of a general nature and would 
require further elaboration or interpretation, as to the application of 
ethics to specific circumstances. It has been the intention to stress , 
that a supplier relations program should not be initiated unless it is in 
harmony with general purchasing practices, for such action is truly set-
ting the cart before the horse. What should the position of the public 
relations director in matters of ethical standards in purchasing be? 
First, he would have to make a critical examination of existing standards 
and evaluate them in light of socio-economic demands. 
In any activity where public relations are of paramount importance, 
the question af ethics will need to be considered. 
• 
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CHAP.rER v. 
LEGAL ASPECTS OF SUPPLIER RELATIONS 
Introduction 
At the very outset, it should be made clear that there are many regu-
lations pertaining to the relationship be~reen buyer and seller. When one 
stops to enumerate and interpret each specific aspect 0~ the law, the list 
is ~ormidable. No attempt will be made in this study to class~y and 
cod~y each separate regulation. 
Background 
Although the Golden Rule is the key to the understanding o~ supplier 
relationsJ the door o~ positive authority and regulation in buyer-seller 
relationships has been opened to state control and action. 'iLegal ~e­
guards and lawful regulations are needed to protect the public as well as 
the businessman. ul 
Consequently, many of the practices between buyer and seller that 
were common and unchallenged a ~ew years ago are illegal or questionab~e 
today. 11Modern legislation has imposed many restrictions on commercial 
intercourse which were unknorm to businessmen in the l9th century. n2 
We dealt, at reasonable length, in the previous chapters an the im-
portance o~ good supplier relations from an economic and ethical stand-
point. Many o~ the legal regulations mentioned above also have a direct 
bearing on buyer-seller relationships. It is not enough that supplier re-
lations be economically and ethically sound; they must be legally sound as 
well, both in supplier policies and the way they are carried out. In the 
disucssion that follows, no attempt will be made to justi~Y these various 
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legal regulations in the supplier relations climate. The importance of 
obeying and upholding the law is obvious to a corporate organization. 
Rather, it will be the intention to point out that a purchasing 
agent and/or public relations director must know the basic principles of 
the laws that govern supplier relations activities. This is not meant to 
suggest that every organizer for supplier relations should be a lawyer. 
It means rather that a purchasing executive and/or public relations direc-
tor should have enough knowledge of the law affecting relations with sup-
pliers to enable them to initiate and carr~ out supplier relations pro-
grams. 
A presentation of the legal aspects of supplier.relations could in-
elude many, and perhaps even most, of the laws that affect the buyer and 
the seller. However, because of the breadth of subject matter of each of 
these laws and because many of them are infrequently a factor in organiz-
ing for supplier relations, the discussion in this chapter is confined to 
the more pertinent aspects of buyer-seller codes of conduct. 
It is believed that a statement of some of the legal principles be-
hind many of the routine practices of purchasing should provide an under-
standing of the reasons for their existence • Such an understanding should 
in turn create a respect for proper supplier relations and a more intelli-
gent handling of it. 
~ Role of the Public Relations Director 
Today, every public relations director must take into account public 
controls that have been established over the buyer-seller relationship. 
. . 
From the foregoing, it is apparent that there are at least three basic 
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reasons for an appreciation of these regulations as they affect buyer-
seller relationships. 
(l) As a citizen, the public relations director should have a 
knowJ_edge of law generally in order that he may satisfy the demand of 
good citizenship. 
(2) As an adviser in the conduct of supplier relations, the public 
relations director should have a general knowledge of business law in 
order that he may understand and appreciate the conduct required of busi-
nessmen. 
(3) As a public relations director, he should have a knowledge of 
those phases of business law which affect supplier relations principles} 
procedures and practice. "He should be familiar with those of greatest 
importance not only as they were originally enacted but as they have been 
interpreted by the courts. 113 
·-
Unfair Practices in Buyer-Seller Relationships 
There is an obvious reason why the public relations director should 
have sufficient knowledge of these laws and regulations. The importance 
of good public relations and the impact of legal action on public opinion 
cannot be overemphasized. · As pointed out in a previous section, 
have been accused of: 
a. seeking special price concessions by oppressive methods; 
b. demanding prices lO'tver than those quoted to other buyers; 
c. demanding special quality, prices} terms, or discounts 
not called for by the order; 
d. misrepresenting prices and conditions offered by another 
vendor; 
e. boycotting and blacklisting vendors. 
The above practices which have caused friction in the past are 
either outlawed under the Ciayton Act of l9llt1 the Robinson-Batman Act 
of l936 1 or are considered unfair trade practices • According to the 
Robinson-Batman Act: "Price discrilllina.tion as between different purchas-
ers was made illegal except where price differences were due to differ-
ences of grade, quantity, quality, or cost of selling or transportation. 11 5 
A primary purpose of the Robinson-Batman Act was to prohibit discrimina-
tion under the guise of quantity discounts. In a Federal Trade Commission 
investigation of chain stores, it was found that large chain stores were 
using their strong bargaining power to force important suppliers to grant 
them lower prices than were_granted to independent distributors, under the 
guise of quantity discounts. ,.6 In other cases, it is claimed that: 
"DuPont has required General Motors and US Rubber to buy from it rather 
than from outside suppliers. It has systematically granted General 
Motors secret rebates and preferential prices. 11 7 Boycotting and black-
listing vendors has also caused friction in the business world. ~Under 
thetbheat to withdraw their patronage, suppliers were forced to give A & P 
discounts on their products. n8 
f. Accepting bribes from sellers. 
The common law included a number of rules relating to unfair trade 
practices; additional rules were established by state statutes. Included 
were rules relating to practices which inspire a comp~titor in his trade 
relations. Insofar as interstate commerce is concerned, Congress passed 
the Federal Trade Commission Act "declaring unfair methods of competition 
ltlt. 
to be unJ.aw.f'uJ.. Included in the term of "unfair trade practices" is 
commercial bribery.9 
The following clause from the Wholesaling Code under the National 
Recovery Act coul.d well be adopted as a supplier relations policy in con-
nection with bribery: 
"No member of the trade shall give, permit to be given, or dir-
ectly offer to give, ·anything of value for the purpose of in-
fluencing or rewarding the action of any employee, agent, or 
representatives of another in relation to the business of the 
employer of such employee, the principal. of such agent or the 
represented party, without the knovTledge of such employer 1 prin-
cipal, or party. "10 · 
Wingate and Brisco reconnnend that "no buyer should receive money or 
appreciable gifts from any manufacturer and that any violation that comes 
to the attention of the management will subject the buyer to instant dis-
missal."ll 
There are many more aspects of the J.aw which have bearing on supplier 
relations. The preceding discussion has merely brought into focus some of 
the practices and laws which have been encountered and which should be 
observed by company executives in establishing policies for supplier rela-
tions programs. These programs must be imbued with the fundamental philosc-
phy that honest, ethical purchasing policies, explained candidly and thor-
oughJ.y to suppliers, are essential to the successful. operation of the busi-
ness. Until management is ready to accept a philosophy of this sort, it 
would be far better not to attempt a supplier relations program. Accord-
ing to William J. Mitchell, Office of Public Relations, Ford Motor Com-
pany, in an address to purchasing executives: 
· "If the purchasing practices of your company can be questioned 
as to their basic integrity, then you are operating under a con-
siderabl~ handicap as far as public relations is concerned - and 
I don't believe that I or any other public relations man could 
contribute very much by a discussion of the other factors. No 
lavish expenditure of funds to put u,p a "good front 11 can offset 
a poor reputation among your suppliers because of shoddy purch-
asing practices. That kind of public rej:~tions amounts to mis-
representation and cannot long succeed.n . 
From an absolute as well as a relative standpoint, the purchasing 
policies of·any company has implications to the public relations repre-
sentatives connected with the organization. Clearly illustrating the re-
lations of policies and public relations, Childs and cater make the fol-
lowing observation: 
11More and more the concept has grown up in the .American business 
community of the professional responsibility of the businessman. 
This growing awareness iS of enormous significance. One evidence 
of the :t'act that the businessman is nmv aw~e of the social effect 
o:t' his de~ision may be seen in the growth o:t' the huge public rela-
tions industry superimposed on the industrial life of the nation. 
Public relations clarifies :t'or the businessman the moral issue 
confronting him. Shall his public relations be honest or dishon-
est? Just as nineteenth century laissez-faire business ruled out 
the .fraudulent product in its system o:t' ethics) so 20th century 
business ethics should not permit fraudulent public relations. n13 
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CONCLUSIONS 
From the foregoing discussion, it is c1ear that organizing for sup-
p1ier re1ations shoUld begin with a proper foundation and background of 
the 1aws which affect buyer-seller re1ationships. Although the shining 
armor of the Go1der Rule does not seem to be the cure-all for the pub1ic 
re1ations director or the procurement executive, it is a basis for pro-
meting trade re1ations. On the 1ega1 side, effort could probab1y be 
spent in strengthening the weak points of our various socia1 and govern-
ment regUlations. Are we going to recognize that imperfect re1ations is 
inherent in modern industry, and to take constructive measures to improve 
such forms of re1ations? T.he question will not be-so1ved in the sense of 
ceasing to e~ist as a prob1em. 
P1anning for better supp1ier re1ations woUld be no easy panacea for 
a pub1ic re1ations director whose company engages in unfair trade prac-
tices; that much is c1ear1y evident. Hm-rever, since pub1ic re1ations is 
11having good corporate manners and mora1sn, it would seem that pub1ic re-
~tions directors are responsib1e for seeking out and spreading on the 
management tab1e any 11aspects" of operating situations. 
Much has been done to stop unfair practices and improve buyer-seller 
re1ations by the Federa1 Trade Commission and other agencies. It must be 
admitted, however, that much remains to be done. Making evepyone honest 
is a big task. In the words of President Haro1d Case of Boston University 
"When profit is regarded as 1egitimate return for good performance rather 
than undiscip1ined greed, there is a basis for understanding the operations 
of industry. n14 
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THE PURCHASING FUNCTION 
Regardless of title or position, there appears to be certain responsi-
bilities of a public relations department toward other departments in a c9r 
porate organization. "The public relations man should have free run of the 
company" as John L. McCaffery, President of the International Harvester 
Company, said before the Sixth Annual Conference of Business Public Rela-
tions Executives. "You ought to know more about it than anyone else in it 
except the president and a few senior officers. You have to know what your 
company is, what it does, how it does it, and :WhY it does it that way.? 
From the foregoing statement, it can be seen that the public relation1 
department sho.uld not operate in a vacuum but in close relationship with 
other departments in a corporate organization. 
"To the purchasing function a public relations department should 
serve the purchasing agent in improving his resource relationships, 
aid the procurement section in interpreting purchasing policies to 
suppliers, and study the attitudes of sources of supply and secure 
their understanding and good-will. n1 
In its broadest sense, the purchasing function entails a complex 
chain of operations inside and outside the company. The purchasing depart-
ment at the United States Steel Company is a clear example of its rac9pe of 
operations. About 600 people, located in 24 major points in various parts 
of the country, carry out US Steel buying. They purchase about 4o, 000 dif-
ferent commodities from approximately 50,000 suppliers and spend somewhere 
between 4 & 5 million each working day.2 
For the purposes of this section, the duties and responsibilities of 
a purchasing department will, insofar as possible, be typical of an aver-
age corporate organization. References will be made to an industrial pur-
chasiil.g study made by the Conference of Industrial Management. This sur-
vey reviewed the purchasing organization, policies and procedures of 300 
companies in twenty-five industry classifications. The purpose of this 
pooling of information was to aid management, generally, by providing it 
with yardsticks against which individual company practices and procedures 
could be compared and analyzed. 
Responsibilities 
Of the twenty-four buying and related functions listed in the confer-
ence board inquiry, the ten for which the purchasing department is most 
commonly responsible are the following: 
(1) Issuing purchase orders. 
(2) Interviewing salesmen. 
(3) Negotiating with vendors. 
(4) Selecting Vendors. 
(5) Analyzing bids and prices. 
( 6) Making adjustments vTi th vendors. 
(7) Maintaining records of vendors. 
(8) Developing new sources •. 
(9) Following up orders. 
(10) Maintaining a catalog library. 3 
Most, if not all of the ten listed in the report play their part in 
the relations ot a company with its supplier public. "But one important 
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responsibility is too often unregognized and that is the purchasing de-
partment's responsibility in regard to public relations."4 
This factor is evidenced by the increasing awareness in purchasing 
journals and periodicals that public relations is vitally essential to the 
purchasing function. 
Public Relations in Purchasing 
In a general way, it can be said that good public relations is ex-
tremely important to all industries. A little analysis shows that any com-
pany comes. into direct contact with the public through its purchasing de-
:pa.rtment, receiving department, and its employees both on and off duty. 
Illustrating the importance that the National Association of Purchasing 
Agents puts on the relationships With suppliers follows: 
"It is especially important that each and every individual who 
holds a key position should be trained in public relations so 
that in their supervisory capacity they will train those under 
them on the importance of good public relations. 115 
This statement tends to exemplify the feelings of the purchasing 
segment of modern industry toward public relations but doesn 1t it also 
pose a question to the public relations directors in these industrial 
organizations? Are they not responsible for educating the various com-
ponents of the company in professional public relations practices? Who 
would be in a better position to train these key individuals in purchasing 
other than a professional public relations practitioner? Although specific 
data obtained in the Det;oit study6 should not be considered as typical of 
industry as a whole, it serves to point out that the training of purchas-
ing personnel in public relations has been overlooked or underrated by the 
majority of public relations practitioners. 
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The importance of training key purchasing personnel in supplier re-
lations cannot be overemphasized. Moreover, training of purchasing execu~ 
tives in supplier relations would have to consider the very important ele-
ment in which the purchasing executive deals. 
11He is that personal link bet"tveen tbe source of supply and all 
departments and units. 
"What be thinks, bovr be talks, tbe policies be uses, his 
knowledge of buma.n nature, all profoundly affect the relations 
of his company with its publics. n7 
In discussing the personal element and its importance in supplier re-
lations, the results of a survey for the Standard Oil Company revealed that 
94.7% of all favorable impressions of the company were gained from personal 
contact with people, word of mouth publicity and people's own use of their 
eyes.8 
For the remainder of this chapter, discussion will be concerned with 
the functions of a typical purchasing department and their importance in 
organizing for su~plier relations. 
Interviewing Salesmen 
Interviewing salesmen bas always been considered one of the most im-
portant responsibilities of purchasing executives. 
"However, is the purchasing agent warm, understanding, sympa-
thetic, considerate? Does be build friends among the sales, 
credit, and other representatives of the institutions that sup-
ply his company? Is be fair and honest? Does be operate on 
the theory that every purchase be makes must provide mutual 
benefit for his company and the suppliers of the goods he is 
purchasing?"9 
These are important factors to take into consideration before any supplier 
relations program can be put into operation. 
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Another factor which often provides a source of misunderstanding 
between the purchasing executives and salesmen is the matter of reception 
and personal contact. In a new attitude study ot 4oo salesmen and pur-
chasing agents, the question was asked: nin what percentage of purchasing 
departments do you consider poor handling of relationships with salesmen, 
waiting for interviews, unnecessary callbacks, broken appointments and so 
on to be serious problems?n Nearly twenty percent of the salesmen thought 
that this was serious in more than 75 percent of the departments they con-
tacted.lO .Although thisstudy does not prove that all contacts between 
buyer and seller are open to concern, it implies that there is dissension 
in this important contact between buyer and seller. Another significant 
factor which has implications in this attitude study is that these dis-
gruntled salesmen could create unfavorable relations by spreading their 
attitudes about the company. Barlow and Black state that: "Salesmen, 
talking among themselves, is a significant public relations factor in sup-
plier relations. As Arthur H. Little succinctly puts it: 'They spin 
grapevine -- which well can turn out to be not grapevine at all, but 
poison ivy. t nll 
none able public relations counselor l!Lkes to ell;lphasize the im-
portance of public relations at the pofnt of sale. He looks 
upon this part of supplier relations as the foundation of most 
successful public relations programs. The manner in which the 
salesman presents his products, how the buyer receives his 
presentation, and the attendant development of confidence, re-
spect, and friendship between the two personalities are the es-
sence of sound public relations, thinks this counselor. "12 
Referring to the public relations function of the purchasing agent, 
Professor Howard T. Le1vis, Harvard School of Business Administration, had 
this to say: "It is a real test of good supplier relations to have a 
c 
salesman leave the office without an order, yet feeling that he has been 
treated fairly.nl3 
Developing New Sources 
The development of alternate sources of supply also involves public 
relations. A company which for a number of years has been buying :products 
from a supplier who has been giving good value and services must be careful 
in establishing alternate sources of supply for the same :product. Not 
alone is the first supplier likely to feel mistreated, but other suppliers 
who are approached may have serious questions as to the loyalty of the new 
purchaser in coming to them. 
uA constructive piece of sealing can be done for the company at 
this time by the purchasing agent. He has the opportunity for 
starting relations on the right basis with the new supplier. Im-
portant, too, is the doing and saying of the right thing when 
contracts are being canceled. Need and good business judgment 
may dictate the cancellation by either the purchasing or the sup-
plying company. If so, a clear understanding of the reasons for 
the action should be es~blished. All sorts of important influ-
ences may be involved. nl · 
Selecting Vendors 
After a need has been recognized and described, the buyer must 
logically select the source or sources from whom to secure :prices and with 
whom eventually to place the order. Selecting the vendor, as the term is 
' . 
used here, is the :process of narrowing dawn a larger list of potential 
suppliers. The process consists of elimination on predetermined bases 
until the desired number of suppliers is secured. The process of select-
ing this source of supply would have to be considered in organizing for 
supplier relations. According to Kalman B. Druck: 
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nA reliable source of supply is an invaluable corporate asset. 
It means prompt deliveries, frequently better terms, special 
advantages in the matter of returns, adjustments, packaging, 
and price protection.u15 
The selection of satisfactory suppliers is also important to the 
intra-company relationships between the purchasing department and the 
using deparments that it serves. In most companies, the choice of sup-
pliers is left to the discretion of the purchasing department so long as 
the using departments are satisfied that they are being supplied with the 
kind and amount of materials they need. If, however, because of improper 
selection of suppliers the using departments become convinced that they 
are receiving inferior goods or service, they are likely to insist on the 
rigbt to specify suppliers.l6 
Usually, of course, in companies large enough to rate such a function 
ary, the selection of sources is the responsibility of the purchasing ex-
ecutive. But increasingly, he orders only what others have specified. 
One studyl7 shows that although purchasing signs 87 percent of orders, it 
decides on only 27 per cent of sellers. Of 1383 makes of products covered 
in a "Survey of Industrial Buying Practices for the National Industrial 
Advertisers Association, 1312 vendors were contacted; 912 salesmen were 
called in; 512 purchases were made. For 92.5 per cent of purchases "in-
ternal influences" led to the action. Whereas operating management ranked 
higb in stating the need for equipment, engineers had a major role in de-
termining material and component parts. Sales executives were observed to 
state the need for product improvements (components) and for equipment and 
materials. Purchasing agents ranked after engineers, and operating mana-
gers had even less to say about eq~ipment and components. 
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What are the'implications of this survey to the public relations 
director in organizing for supplier relations? Broadly speaking, be must 
be aware of the informal influence inside of his organization that could 
affect relations with suppliers. It must be remembered that purchasing 
executives are not the only group to consider as powerful forces in aiding 
the diffusion of supplier relations principles throughout the organization. 
The informal sphere of influence that does not necessarily follow the or-
ganizational line of command is an important consideration. 
uinformal organizations ar.e .found within all formal organizations, 
the latter being essential' to order and consistency, !the former to 
vitality. These are mutually :reactive !Phases~.' of cooperation and 
they are mutually dependent. ult;S . 
Following up Orders 
During World War I:f.1' the· ]>I"0blem of supply beea.me" so serious that 
many purchasers maintained field men or expediters t·o secure more personal 
and prompt attention to orders and to maintain friendly relations with sup-
:pliers. The personal follow-up of important orders to insure delivery was 
found necessary during the war because of shortages of materials, priori-
ties given to more profitable or emergency orders, labor difficulties, and 
bre!3-kdowns in suppliers t plants. While these obstacles ·to prompt deli very 
are more prevalent in wartime, peacetime follow-up of suppliers by a spec-
ialized staff of expediters bas become an accepted practice in many large 
companies. ttThe Borden Company maintains a staff of 24o field men to con-
tact its 25,000 milk suppliers.n19 .. 
The importance of liaison personnel and expeditOrs to complete the 
purchasing transaction has also been recognized by many government pro-
curement agencies. Specific government regulations have enunciated 
government policy regarding the importance of liaison personnel to co-
ordinate and expedite the flow of ~chased materials. This is done to 
maintain the reputation and good relations of the government for honesty, 
courtesy and fair dealings in all relations with suppliers~ A typical 
example of a standard policy to improve supplier relations 'tva.s formulated 
by the New York Armed Forces Procurement Agency in 1953.20 This agency 
had the responsibility of·· procuring subsistence for Army, Navy and Air 
Force installations in the east coast areas for overseas commands. Over-
seas shipments during this period amounted to an average of 800,000 pounds 
of' food shipped weekly from the New York Port on frornl'five to ten civilian 
cargo vessels. The cargo space on·these ships was booked by an independ-
ent army agency that was responsible for receipt of' cargo, shiploading and 
delivery to overseas ports. Other agencies that played important roles in 
this operation included private shipping companies, independent trucking 
concerns and the longshoreman t s unions. A typical shipleading consisted 
of twenty carlots and from thirty to fifty truck deliveries shipped dir-
ectly from vendors 1 plants. Since t:q.e procurement agency was responsible 
to insure delivery of the cargo to the pier, it was necessary to maintain 
close contact with these civilian suppliers. Moreover, numerous problems 
arose.. during these shiploadings due to labor strikes, delayed loadings, 
faulty receiving procedures, and bookkeeping discrepancies. These fac-
tors, and others similar, led to a great deal of unrest and dissension 
among the various agenciEfs involved in the operation. Consequently, sup-
pliers and trucking agencies developed a poor attitude toward government 
procurement policies and made ·.their attitudes known. Realizing the im-
portance of' good supplier relations and the seriousness of' the problem, 
procurement officials recognized the need for public relations personnel 
who would expedite the shipment of supplies and create goodwill between 
the government, civilian supplie~s and.~he New York Port. As a result, 
this on-the-spot representation did a great deal to insure delivery pro~ 
cedures, streamline the operation and eliminate poor attitudes on the, part 
of suppliers. 
Negotiating with Vendors 
Although contract negotiation is primarily a business transaction, 
specific aspects of the procedure would have to be considered in organi 
for supplier relations. One of the most important is the problem of allo-
eating business on a reciprocal basis. 
"It is one of the oldest principles that if I do business with 
you, iri turn you do business with me. But, when misused, reci-
procity can grow into a racket. "21 
"The purchasing agent will naturally want his company to do as 
much pusiness as it appropriately can with any supplier from 
whom hE~ buys products in substantial amounts. But, if his e:f-
·forts at reciprocity are'other than informal and natural, he is 
almost certain to run into trouble. And it will. be trouble, not 
alone with his friend the supplier, but with competitors of the 
supplier as well. "22 
. . 
How about other situations when company policy will serve to limit 
the free play on the part of the purchasing executive? In the National In-
dustrial Conference Board survey, nearly three-fifths of the cooperators 
practice reciprocity either generally or with regard to a limited number. 
of suppliers. But only 6 percent go so far as to pay more or accept less 
in quality or service so that they may buy from a seller.23 
The policy of favoring vendors who are also customers also varies 
according to industry classifications. Industries in which a majority of 
the reporting companies practice reciprocity are: chemicals, rubber, 
petroleum, stone, glass, and clay products, iron and steel products and 
nonferrous metals and products. The industries in which a minority follow 
this policy are: food) textiles, leath~r products, electrical machinery, 
transportation and auto equipment.24 
Many types of business do not lend themselves to reciprocal buying 
and selling. In some lines, few cust.omers are potential suppliers. In 
others, there is little pressure on the purchasing department to consider 
reciprocity in their buying even though the possibilities of practicing 
it are present.25 
Approximately 6o per cent of the cooperators in the survey consider 
reciprocity a good or at least an acceptable business practice. This is 
substantially the same percentage as actually engage in reciprocal buying, 
but, as indicated previously) many executives definitely dislike the prac-
tice. Only a few purchasing executives unqualifiedly endorse reciprocity 
but most of them agree with the cooperator who writes "that it is no more 
than good business to help your customers. "26 
Many of those who regard reciprocity as a good buying policy warn 
that it can be easily abused. They believe that it should be only one fac-
tor in the selection of vendors. They cite particularly the detrimental 
effect oft buying efficiency of pressure directed from customers or the 
company sales department. 27 
To sum up, close to 4o percent of those who venture opinion as to the 
'~ worth of reciprocal buying feel that it is an unwise purchasing policy.28 
This feeling is exemplified by Nielander and Miller: 
"Avoid reciprocity--In· the vernacular, reciprocity implies-
'if you scratch my back, I'll scratch yours'. It may be ex-
pedient in· special situations to buy from companies that buy 
from you, but this practice can quickly degenerate into busi-
ness blackmail. Interlocking directorates and pressure from 
top management frequently force a buyer to engage in such prac-
tice against his will. Purchases should be made on the basis 
of free and open competition without entangling alliances. 
They should be determined by the reliability of the vendor, 
the price, quality, service and serviceability of his product, 
and not because the vendor buys from the purchaser. All too 
frequently reciprocity results in both vendor and purchaser 
sacrificing an important principle of business merely for an 
exchange of orders. Only when all aspects of doing business 
with a seller are, and remain, equal should reciprocity be 
practiced. "29 
Maintaining Records of Vendors 
Still another task of a purchasing department is the maintenance of 
all records and files pertaining to purchase transactions. This function 
maintains a. high priority as an essential requisite to sound supplier re-
lations programs. According to Kalman B. Druck, Vice President, Carl 
Byoir & Associates: 
"A continuing diary or record of relationships should be kept 
with each supplier to insure continuity of policy even when 
there are changes of buyer or supplier personnel. 1130 
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CONCLUSIONS 
The general import of this chapter has been to emphasize the need 
for planned supplier relations policies on many points where it is so 
easy to make individual, and often inconsistent, decisions. The very 
process of establishing supplier relations policies subjects the~problem 
areas to systematic analysis, which often brings to light important fac-
tors in purchasing that. might otherwise be overlooked. In the establish-
ment of supplier relations policies, public relations directors and pur-
chasing executives will find that practices that are firmly based on 
accepted moral and ethical principles usually work out to be in the long 
run interest of business. 
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PART FOUR 
ORGA..NIZING FOR SUPPLIER RELATIONS 
PAETEEOUR 
CHAPmR VII. 
FUNDAMENTALS OF SUPPLIER RELATIONS ORGANIZATION 
Introduction 
T.be orderly and successf~ performance of any human undertaking, of 
whatever characte~requires that a definite sequence of steps be followed 
in its planning and execution. These steps are: 
(1) Clearly defining the objective. 
(2) 
(3) 
Developing policies necessary to achieve the objective. 
Fixing responsibility -- that is, building a logical, workable 
organization to do the job. 
(4) Working out a comprehensive program or plan of action. 
(5) Applying skilled techniques to the work undertaken. 
(6) Maintaining control through some positive means of checking the 
results. 
If a program of supplier reletions is to be purposeful and fruitful, 
it must be evolved according to this conceptual scheme. There. is J:lO."qui:ck-
er and easier path. The first three steps of this formula will be consid-
ered in this study. 
Defining the Objective 
The objective to be achieved bas already been defined -- at least by 
implication. It may be restated here as the development and maintenance of 
simple, effective, and economical supplier relations procedures for the pur· 
poses of: 
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(l) Furthering buyer-seller relationships. 
A. To receive valuable inf'or.ma.tion on merchandise, :prices, 
trends of consumption, and trade information which are essential in buying 
the right :products, at the right time and at the right price. 
B. To receive publicity and word-of-mouth advertising by sup-
pliers. 
C. To get the best quotations on prices. 
D. To receive special :privileges on returns and adjustments, 
allowances on replaced equipment, special packaging and a guaranty against 
price increases. 
E. To promote sales of the com:pany's own :products. 
F. To receive the right quality merchandise. 
(2) Increasing supplier cooperation. 
A. For a reliable and continuous source of supply under all 
conditions. 
(3) Improving supplier performance. 
A. In order to secure prompt deliveries. 
B. To get special deliveries of material. 
C. To have the seller expedite deliveries. 
(4) Developing teamwork between the public relations and purchasing 
department. 
A. In order to create effective, harmonious, working supplier 
relations in which the purchasing department will administer good supplier 
policies and the public relations department will aid in the formation and 
carrying out of those policies. 
\ 
5. Facilitating change. 
A. In order that the framework of' good supplier relations 
organization will not be disrupted by a change in personnel. 
Mere def'i~ition, however, is not enough. To be meaningf'ul, the ob-
jectives must be made known to the entire organization, to all suppliers, 
and must be rooted in the management conviction that organizing f'or sup-
plier relations is both necessary and possible. 
Supplier Relations Policies 
Like any other business endeavor, a supplier relations program,:., .... 
if' it is to succee~f'irst must be based on sound policy, then executed by 
capable personnel. Supplier policy decisions must either originate with, 
or be endorsed by, top managemeRt.l 
What should the position of' the public relations director in matters 
of' supplier relations policies be? First, he should make a critical exam-
ination of existing company policies and evaluate them in light of his ex-
perience and in consideration of the reaction by the company's publics to 
the organization's external and internal operations.2 
It is f'utile to activate a public relations program (and likewise a 
supplier relations program) when a loose or completely indefinite policy 
exists.3 It seems worth emphasis? therefore, that the f'irst management 
policy toward suppliers must be a planned approach involving the continuous 
review of existing policies to detect evidence of' inadequate internal con-
trol, duplication or lack of necessity o~ supplier relations effort. More-
over, i~ is obvious that the program must be complete. It cannot be lim-
ited to a few basic policy areas. It must comprehend every area where sup-
pliers are related to the corporate organization. A comprehensive 
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statement of sound industrial purchasing policy in respect to relations 
with suppliers was developed by the National Association of Manufacturers 
and approved by the NAM Congress ·of .American Industry in 1937 as follows·: 
11The manufacturer should treat his suppliers as fairly as he 
himself wishes to be treated by his own customers, in the en- • 
deaver to maintain fair profits to the supplier as well as fair 
to the purchaser. This involves :i.n respect to --
1. Prices 
A. Refraining from attempts to purchase below reasonable 
prices by means of special concessions obtained by oppressive or 
unfair methods, or at prices below those available to other cus-
tomers in comparable circumstances. 
B. Making orders or contracts (whether prepared by buyer or 
seller) clear, fair, and concise, and not demanding technical in-
formation, serVices, quality, prices, deliveries, payment dates or 
discounts which are not called for by the order or the contract. 
C. Absolute observance of the rule that statements of prices 
and other conditions offered by one supplier shall not be made to 
another. · · 
2. Bribery 
A. Provisions for orderly adjustment of complaints. 
B. Reasonableness and fairness both in· making the claims 
and adjustment of complaints. 
C. No utilization of claims and complaints for the purpose 
of securing improper allowances and rebates. 
3. Credit iiif'ormation 
A. Willingness to furnish full iiif'ormation requested as to 
the buyer 1 s credit standing.· 
4. Purchasing Department Obligations 
A. Full discharge of all connnitments made. 
B. Discouraging solicitation or reception from salesmen of 
suppliers of confidential information they have received concern-
ing the operations of competitors. 
C. Giving assistance. and suggestions for the improvement of 
products purchased, or for their manufacture at lower cost or for 
~;~.ddi tional uses to which they might be put. 
D. Reception of suppliers 1 salesmen promptly and their treat-
ment fairly and courteously. 
' 
E. Discouragement of either direct or indirect acceptance 
of excessive entertainment of gratuities of substantial value 
from salesmen; all sellers shall be informed that this is com-
pany policy. 
5. General Management Obligations 
A. The policy of dealing with iirms who observe and live 
up to good business ethics as applied by the manufacture and 
sale of their products. 
B. Requirement that the purchasing department and all other 
departments involved in the securing of materials to be fully 
conversant yith the general policies and aims of the management 
with respect to all aspects of the procurement of materials. 
C. Special attention to the proper compensation of all com-
pany employees involved in the purchase of materials. 
D. Dispelling the false bel~efs that sharp practices and 
devious methods are essentials of success in the purchase of 4 materials, or in the long-run profitable to their principals." 
The foundation of all good relations with suppliers would be a sound 
policy of this nature. 11Unless buying policies are fair, broad, and ethi-
cal, all other efforts to promote good will with resources will be fruit-
less."5 
To know whether or not a campany 1 s business is being conducted along 
lines of sound public relations -- insofar as relations with suppliers are 
conerned -- an internal survey would naturally be made to determine: 
(1) If present policies are inadequate or unethical. 
(2) If the current buying practices conform with policies. 
(3) If so, are they consistent with one another in carrying out 
those policies. 
(4) Where policies or practices should be changed. 
(5) How they should or can be changed so as to be consistent.6 
After a thorough analysis of a. company 1 s purchasing policies are com-
pared with established policies such as the ones above, a definite state-
ment would be prepared by the specific company involved. This book on 
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standard purchasing procedures should be prepared in collaboration with the 
director of purchasing.7 It can be a vital influence in the efficient ad-
ministration of a purphasing department.8 
Accordipg to the National Industrial Conference Survey, only ~ out 
of every four concerns prepare a written statement of purchasing policy. 
Such statements are generally available to executives and others in the 
organization who act in a supervisory capacity. A smaller percentage pre-
pare them only for the benefit of the purchasing department. Only a few 
of the three hundred companies surveyed make their statements available to 
all who request them.9 
In another survey of 400 salesmen and purchasing agents the question 
was asked: "Specifically, what attempts have been made in your company's 
purchasing department to foster better relationships with suppliers? 11; 
Organization of current needs for orderly consideration by suppliers is a 
technique used by 36% of the companies. About one third of the :firms have 
organized information on future requirements and about 14% have established 
written p_olicies designed to improve relations with salesmen.l0 
From these revealing surveys, it can be seen that YTritten supplier re-
lations policies are not necessarily in the majority. Much remains to be 
done to establish written purchasing policies in every business enterprise. 
However, in the main there is a marked similarity between the type policies 
used in the companies that have initiated purchasing policies. 11Toward 
their suppliers they have adopted a principle of fair dealing that can be 
used as a keynote in establishing written purchasing policies for an in-
dividual company.nll 
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Fixing Responsibility 
There cannot be a well-organized program unless the responsibility 
f'or supplier relations is fixed and clearly defined. This means that some 
specific position or positions must be made accountable not only :t'or carry-
ing out supplier relations programs but also :t'or observing the need :t'or 
such work -- f'or anticipating supplier relations problems and isolating 
opportunities. 
Need :t'or Staff 
Before determining where this responsibility should lie in the or-
ganization structure, consideration should be given to one of the practical 
problems involved in assuring that sustained effort is applied to the sup-
plier relations program. 
In one of the preceding chapters, it was pointed out that the pro-
curement function entails a considerable amount of strictly business activi 
ties. The purchasing executive seldom has adequate time to work out sup-
plier relations programs. 
"He is primarily concerned with day-to-day problems of' buying 
and often gives little consideration to the important problem 
of improving relations with resources. "12 
The circumstances suggest that the public relations director be re-
sponsible for supplier relations. This policy has been given almost uni-
versal acceptance by the writers in the field. According to Canfield: 
"Relations with suppliers should be the responsibility of the public rela-
tions department."13 Of course, the nature and scope of the purchasing 
function would decide the placement of suppli~r relations responsibility. 
It will be seen in a succeeding chapter that the President of a small com-
pany organized a supplier relations program, and as such he was serving 
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in the dual roles of purchasing and public relations director. 
Acceptance of the program 
As with all proposed changes, the public relations director's pro-
gram must first gain acceptance or there will be no policies. If the ex-
ecutive-approving hurdle cannot be cleared, then the public relations 
director has failed before the program can be put into effect. 
Whom, exactly, does the director need to persuade in the executive 
group for advancing supplier relations policies and programs? It can be 
that the initial suggestion can be made directly to the president, the 
board of directors, the executive committee, the purchasing executive, 
high-ranking officers or to the public relations committees.l4 
Proposals may be made to one or all of these mentioned by any one 
director depending on the scope of the program and the particular organi-
zation setup of a given company. 
For this study, the purchasing executive will be given primary con-
sideration because "it is the primary task of the public relati?ns depart-
ment to secure the cooperation of the purchasing executives in the pro~ · · 
gram. 1115 Therefore, the purchasing executive should be studied and ana-
lyzed. Just as each public must be considered separately, so the pur-
chasing executive of a particular organization and each member of the pur-
chasing department must be studied in order to best enlist their 
• 
cooperation and to guide them more effectively supplier-relationswise. 
Prerequisites of Organization 
One does not plunge into organization without some preliminary 
steps -- at least not if the organization is to be successful. First of 
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all, there must be a blueprint. The approach to the blueprint usually be-
gins with a chart of organization. There is no easier way of realizing the 
aspects of a given job in organization than to attempt to chart them.l6 
Line and Staff Organization 
The function of the line and staff organization are distinctly dif-
ferent. The function of the line is to get things done. The line carries 
the responsibility for action. If the purpose of the business is to buy 
goods, the line buys them. 
Staff functions, on the other hand, are essentially advisory.. The 
staff of an organization is removed from the line of action in order that 
it may counsel, advise and assist the line. Staff functions have the re-
sponsibility of getting the facts upon which discussions and appropriate 
action may be based.l7 
Public Relations, a Staff Organization 
The maximum effectiveness of a public relations department can only 
be attained when it functions as a service department to all other depart-
ments of a business. Thus, under a staff-type organization, the public 
relations director would be employed to study supplier attitudes, to inter-
pret and convey information about the supplier attitudes to major execu-
tives, to make suggestions to purchasing executives and to recommend 
courses of supplier relations action. 
A public·relations staff organization should have no operating 
authority but should function to assist line, operating executives to make 
sound decisions on public relations problemsfB Therefore, it should aid 
the purchasing executive to communicate with suppliers, and through them 
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increase the acceptance of the company. 
Purchasing, a Staff or Line Organization 
The tables of organization that follow are designed to illustrate 
graphically the various ways in which a purchasing department may fit into 
a company's or~nization chart. 
Figure 1 represents the organization chart most frequently found in 
medium-sized firms. Purchasing is assigned as a direct line function 
under the control of the head of the organization. T.be Director of Pur-
chases bas sufficient status and authority to prevent the likelihood of his 
activities being subordinated to the operating divisions of the concern. 
Figures 2 and 3 show the organization plans of two large manufactur-
ers. In both examples, the head of the purchasing department reports to 
the production head of th~ concern. In figure 2, purchasing is made a 
direct-line activity under operations.- In the other case, the general p~-
chasing agent operates in a staff capacity reporting to the vice president 
in charge of manufacturing.l9 
' Works 
Manager 
' Sales 
Manager 
President 
' Industrial 
Relations 
Manager 
Figure 1 
' Controller 
I 
!Director oft Purchases I 
THE PURCHASING DEPARTMENT AS A LINE FUNCTION IN AN ORGANIZATION 
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Mfg. 
1 
1 \:rt:!u~:ra.t 
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President 
I 
Exec. Vice Pres. 
Vice" Pres. 
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I 
Dil-. 
Advertising 
Vice Pres. 
Manu acturing 
Product General 
Manager -· ·-···-··-. ... .. Purchasing 
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l. I I I I I I I 
A B c D E F G H ( Plant Managers ) 
.. 
Figure 3 
THE PURCHASING DEPARTMENT AS A STAFF FUNCTION IN AN ORGANIZATION 
It appears that the purchasing function is more often considered a 
staff function than in the operating line. In fact) Heinritz says: 
• 
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11In the great majority of' cases, approximately 70 percent, the 
purchasing department is recognized as having a separate, 
specialized function and is maintained on an organizational 
plane equivalent to and independent of' production, and directly 20 responsible to the general management or the board of' directors." 
The Relations Be~reen the Public Relations Department and the Purchasing 
Department. 
Just what the relationship of the public relations department is to 
the purchasing department in all companies would be difficult to ascertain. 
On the other hand, from opinions thus far on the subject, the:r:e is almost 
universal agreement by the public relations fraternity that the relation-
ship should be one of' coordination and cooperation. Canfield says: 
"In improving relations with suppliers, close coordination of' 
the functions of' the public relations and purchasing depart-
ments is essential. A public relations department should serve 
the purchasing agent in improving his resource relationships, 
aid the procurement officers in interpreting purchasing policies 
to suppliers, and study the attitudes of' sources of' supply and 
secure their understanding and good-will. n2l 
According to Druck: 
"Public relations 1 job is to help management and the purchasing 
department formulate policies that merit suppliers• goodwill; 
and to carry out camm~ications programs to insure continuing 
mutual apprecia.tion.u 
This fostering of a spirit of' cooperation and coordination would have 
to be accomplished by the modern public relations administrator if' the.pro-
gram is to be successful. 
11Modern civilization is greatly in need of' a new type of' admin-
istrator who can, metaphorically speaking, stand outside the 
situation he is studying. The administrator of' the future must 
be able to understand the human-social facts for what they ac-
tually are, unfettered by his own emotion or prejudice. He 
cannot achieve this ability ~- except by careful training -- a 
training that must include knowl~dge of' the relevant technical 
skills, of the systematic ordering of' operations, and of' the 
organization of' cooperation. ---Cooperation is the most import-
ant now and in the immediate f'uture."23 
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The foregoing examples indicate how a public relations department and 
purchasing department are related to each other in ~o operating situations 
Figure 4 shows the public relations and purchasing departments as staff 
functions. The relationship between the public relations department {as a 
staff function) and the purchasing department (as a line function) is shown 
in Figure 5. 
Figure 4 (The public relations and purchasing departments as sta.:f'f 
functions) 
Organization Chart. 
Bigelow-Sanford Carpet Company, Inc. 
Classification: Carpets 
Phases of this company's business are separated into functional divi-
sions. A plans committee, whose chairman is president of the company, 
meets weekly to discuss and coordinate company policy. It functions in 
sta.:f'f capacity.24 
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Figure 5 (T.he public relations department as a staff function and the 
purchasing department as a line function.) 
Organization Chart 
Carrier Corporation 
Classification: Air Conditioning 
Functional division is employed in separating the activities of this 
corporation. Line divisions, including engineering, production sales and a 
special unit called allied products, report to the executive vice presi-
dent. Purchasing in this company is considered a part of manufacturing. 
Heads of the staff functions -- personnel, legal, financial and public re-
lations -- report to the president.25 
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There are a few basic concepts or areas of performance which must be 
considered for a wholesome and appropriate relationship between the public 
relations department and the purchasing function which it.serves. These 
include: the interrelationship between public relations and purchasing; 
the importance of continuous and effective interaction between public rela-
tions and purchasing, and the methods whereby public relations and purchas-
ing interaction may be maintained. 
This interrelationship between public relations and purchasing would 
not be always easy to ascertain, especially when the purchasing department 
would have visions of its functions far removed from the members of the 
public relations department, or when the public relations department has 
practically eliminated the purchasing function from a supplier relations 
aspect. 
However, it might be well to remember that cooperation between these 
two departments can be achieved by passive cooperation. "It will be im-
portant to seek acceptance of the proposal via persuasion that convinces 
the executive of a proposal's worth rather than by powering the suggestion 
through via the president's office.n •••••.•• the staff expertmust, if he is 
to be successful, confine himself to the methods of augmentation and avoid 
reductive authority.26 
As implied throughout this study, to understand supplier relations 
it is necessary to have an insight into many allied subjects relating to 
economics, ethics ~ law. Pointing out these allied fields of thought to 
the purchasing executive would appear to be a sound approach to program co-
operation. 
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Public Relations Director in the Role of an Educator 
The long-range approach to developing an understanding of supplier 
relations will find the public relations director in the role of an educa-
tor. 
"Fundamentally, the staff man -- if he is to use augmenti ve 
methods to influence line behavior -- must create a situation 
in which members of management can learn rather than one in 
which they are taught. B must acquire his own insights, dis-
cover for himself (with A's sympathetic aid) why his behavior 
has been inadequate to the problem at hand, discover his own 
best answer, and ultimately accept full responsibility himself 
for making his solution work."27 
In this example, A would be the public relations director, and B the 
purchasing executive he is trying to influence. 
The educational approach might logically follow a process including 
1) information; 2) analysis; and 3) conclusions. T.he first step would in-
volve the introducing of the purchasing executive to allied fields of pub-
lie relations. Information would be continually brought to his attention 
relative to these areas of wider significance. Often these areas are be-
yond the executive's usual field of perception. 
The second step, which entails the public relations director guiding 
the purchasing executive to a point where he begins to analyze the informa-
tion, may be slow development. Finally, as the information is analyzed and 
the executive begins to perceive these allied fields and their meaning, 
conclusions are forthcoming as to the relationship between the areas of 
wider significance and supplier relations. 
"A's o\>jective is to utilize his skill to create a situation in 
which B can learn, and to make his knowledge available so that 
B may utilize it to augment his own need of satisfaction in ways 
consistent with the achievement of organizational objectives."28 
The objective of the education process is thus to allow the purchas-
ing executive to better fulfill his responsibility with the aid of under-
standing, or the underlying values or supplier relations. The public re-
lations director in this long-range conception or equi~the executive 
with a supplier relations wiseness acts as a guide and aids the executive 
in finding solutions to problems. "A can rarely provide help to B simply 
by analyzing the problem and offering a solution.n29 
The public relations director can best serve the organization from a 
public relations standpoint by guiding management so that it can better 
guide i tselr. 
"The function or the public relations department is to assist 
management and the purchasing-director in the formation of good 
supplier relations policies and to aid the purchasing depart-
ment in carrying out those policies."30 
Presentation 
Whether a specific supplier relations program is presented in written 
form or not, it would naturally follow a definite plan. Such a written 
plan is outlined by author Mary Cushing Howard Niles: 
Proposed Outline 
11Sometimes a desirable form for detailed presentation is as 
follows: 
1. general synopsis or outstanding principles and results. 
2. the need for change; often included would be a descrip-
tion or the faults or the present system. 
3. the proposed change, broken into: 
a. general principles requiring administrative action. 
b. subsidiary procedures \vhich can be put into effect 
by designed persons down the line after the general 
principles are approved. 
miscellaneous comment. 
appendix showing details of present and proposed methods, 
3 ifde nl 
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Other Considerations 
The proposal should be worked and reworked with logical answers 
formed beforehand. 
Convincing purchasing executives to think in terms of supplier rela-
tions is a continuous job. Guiding their thoughts to this area is a 
process of education and repetition backed by demonstration, that will aid 
executive understanding. 
To sum up, it can be stated that the public relations department, as 
a staff organization, should have no operating authority but should func-
tion to assist staff and line purchasing executives to make sound decisions 
on su~plier relations policie~, According to Harlow and Black: 
"Supplier relations is an important part of public relations. 
Hence, it should be tied into the public relations department. 
The responsibility of the director of public relations is to 
create a public relations consciousness in the minds of com-
pany personnel ·who buy and sell products. The public relations 
staff cannot itself do a great deal of the actual public rela-
tions work for the purchasing department. But it can and must 
do much in these departments, by becoming familiar with their 
work, their problems, their policies and methods, their desires 
and needs, in relation to both internal and external aspects of 
the business. 1132 
CONCLUSIONS 
Since in modern corporations many public relations activities must 
cross interdepartmental lines, the coordination and cooperation between the 
jurisdiction of different officers is particularly important to assure 
smooth performance with a minimum of delays and errors and a maximum of 
economy. The public relations executive would be much concerned with the 
company 1 s 11publics 11 and is therefore the key man in achieving coordination 
for public relations activities. He can cooperate best in supplier rela-
tions programs when he understands what the purchasing department is try-
ing to do, when he knows its responsibilities and appreciates purchasing 
problems. He shouJ.d therefore knOiv the broad function of the purchasing 
department and think about the relationship of his own department ~ith the 
procurement function. 
86. 
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Introduction 
PART FOUR 
CRAPi'ER VIII 
TBE CORPORATE PICTURE 
In approaching the subject of supplier relations, it is desirable to 
know what kinds of companies are to be considered. Theoretically, the 
average corporation must be primarily considered, although due attention 
must be paid to the very large and very small enterprises because the 
great majority of corporations fall between these two extremes. According 
to Moody's Industrial Reports, appr~ximately 97% of the companies fall be-
tween the very large and the very small. Nearly one third have sales be-
tween $1 and $10 million and slightly over one tenth have sales ranging 
from $100 to $500 million.1 
By examining two supplier relations programs in the small and large 
category, it can be realized that organizing for supplier relations is 
practical for almost any corporate organization. However, it will be seen 
by.the case studies in this chapter that the tasks involved and the manner 
in which they can be carried out effectively vary with the size of the en-
terprise, and the program therefore must be adapted accordingly. 
A study of the supplier relations policies and programs of these two 
companies may assist in establishing perspective as to who can maintain a 
supplier relations program and in creating a background for an appreciation 
of the problems facing companies of different size. It is for these rea-
sons that the chapter has been included. 
The Very Small --
Technicraft Laboratories, Inc. 
Sixty SupplielS --'t:. Yearly Sales $2 million2 
Technicraft Laboratories, Inc., a small electronics company in 
Thomaston, Connecticut, stands at one end of' the scale as f'ar as size is 
concerned. Nevertheless, by the exercise of' imagination, by emphasis upon 
simplicity and clarity rather than straining f'or ef'f'ect, and by careful 
planning within the limits of' its resources, Technicraf't has accomplished 
' 
much in the area of' supplier relations. In the words of Al:t:red M. Winchell 
President of Technicraft: 11Even a small outfit can take a lesson from 
billion-dollar corporations and make it pay off." He believes that cor-
porate relations programs aren't the preserve of' big companies, and even 
companies like his can use the techniques of public relations for better 
business. 
Plainly, for Mr. Winchell, there was little point in directing his 
. programae the general public. They would, most likely, react with indi:t:-
ference. His c~stomers and his community already knew him well enough and 
would hardly be impressed with a public relations program directed their 
way. Nor would he likely achieve much through a.n employee relations pro-
gram -- he has only 188 employees. 
Mr. Winchell decided on a program aimed at improving relations with 
his company suppliers. Here, Mr. Winchell f'elt, was 'vThere a small company 
li~e Technicraf't might expect some concrete returns. With a small unit 
volume, a high-priced precision product-line and tight delivery schedules, 
Technicraf't is very dependent on its suppliers; to make headway, it needs 
maximum cooperation. 
91,, 
-=== 
In the spring of 1954, Mr. Winchell organized for supplier relations 
by making himself solely responsible for its planning, coordination and 
execution. He decided on one specific program: to visit each of his sixty 
suppliers in turn. .For each visit Mr. Winchell planned to take a dozen 
photography shots of the supplier~plant and also to supplement these pic~ 
tures with the historical background of each company. From the pictures 
he takes, Mr. Winchell selects about six, and mounts them, with appropriate 
captions and a short history of the supplier, on bulletin boards where his 
188 employees can see them easily. At the same time, he sends a duplicate 
of the picture story to the supplier. 
About 60 per cent of the electronic equipment Technicraft markets is 
supplied from the sixty companies Mr. Winchell will cover in his program. 
All of these companies are smaller than Technicraft and, says Mr. Winchell, 
they are often impressed by the interest shown. He explains: 
uour own people now knov7 where the parts they work vTi th come 
from and they know something about the suppliers who make those 
parts. When our people make a complaint about a party, they're 
no longer making it about work from some vague company. So they 
handle the complaint in the spirit that will. engender greater 
supplier cooperation. And the supplier is less likely to treat 
their complaint as just another gripe. 11 
He admits that, so far, his program has not fully eliminated supplier 
troubles -- broken promises on delivery dates, slip-ups in quality -- but 
holds that the program "shows encouraging signs of reducing these to a 
minimum. 11 
Effect of the Program 
The best proof that his program is getting results came to 
Mr. Winchell after a Connecticut flood poured five feet of water through 
. 
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his plant. His suppliers arrived with trucks and men, of'f'ering assistance. 
One supplier, a recent subject of' Mr. Winchell 1 s supplier relations pro-
gram, took all Tecbnicraf't 1 s f'looded motors to his paint room and baked 
them dry. As a result, Mr. Winchell 1s plant was back in production in two 
weeks. 
The Very Large --
SWif't, Inc. 
30 Million Suppliers -- Yearly Sales: $2,500,ooo,ooo3 
"Principles Underlying Agricultural Relations Program 
The principles lying behind the formation of the Agricultural 
Research Department are many. For years, there was no type of 
livestock producer relations between meat packers, specifically 
Swif't & Company, and the producers of raw material in the form of 
livestock. A great deal of misunderstanding and animosity grew 
among the livestock producers towards the meat packers. 
In order to bring about better understanding between the live-
stock producers and Swift & Company, the Agricultural Research De-
partment was formed in 1931. The reason for the formation of the 
department was to devote a great deal of time towards the b'l.llUding 
pf better understanding and better feelings betweeri the livestock 
producers and Swift & Company. Swif't & Company feels an obliga-
tion towards livestock prod,ucers. The producers are the source of' 
raw material with which we can work in the processing and distribu-
tion of meat and meat by-products. At the same time, the meat 
packer is the outlet for the ultimate sale of' most livestock. The 
two businesses are interdependent and as such must work together. 
Areas of Misunderstanding by Livestock Producers 
Most livestock producers are not fully cognizant of the way 
in which the free market system operates. It is diff'icult for 
them to realize that the supply of livestock on one hand and the 
demand for meat and meat by-products on the other hand ultimately 
determine the price paid for livestock. Producers are very criti-
cal when livestock prices decline. On the other hand, consumers 
are usually pleased to see the price of meat drop. When the live-
stock prices rise, the producer is happy but the consumer is dis-
satisfied because meat prices naturally increase. The meat packer 
sits between these two f'orces. 
The large meat packers, including Swift & Company, have gen-
erally been under more criticism than the smaller packers. Most 
producers don't realize the great competition existing among 
those engaged in the meat processing and distribution business. 
Livestock producers seem to be constantly under the impression 
that large packers control the markets. They do not realize that 
there are approximately 3,,300 meat packers and 11,000 other com-
mercial slaughterers of livestock in the United States so that 
competition will not permit any malpractices on the market. 
The livestock producer has generally not been cognizant of 
the rather complex and intricate distribution system necessary 
to move meat and meat by-products to the ·consuming :public. The 
average distance the meat must move from the :point of slaughter 
to :point of consumption is about 1,000 miles. Also, he does not 
realize that two thirds of the human :population lives east of · 
the Mississippi River while twR thirds of the livestock is pro-
duced west of the Mississippi River. 
~: ~ The spread in :price :per :pound between the live animal and 
the meat in the retail store often comes into the area of misun-
derstanding. Natural weight loss, changing value of by-products, 
labor, transportation costs, etc., are not generally considered 
by those criticizing. 
Profits have always been one of the biggest areas of misun-
derstanding. Many :producers have felt that meat :packers make a 
large :profit, but this is a misapprehension since meat :packers 
operate on about the most narrow margin of any business in 
America. 
Techniques and Media Used to Disseminate Information to Live-
stock Producers 
A number of different techniques are used by the Agricultural 
Research Department of Swift & Company to disseminate information 
on the various functions of the meat :packer to livestock :produc-
ers. One of the most effective means to bring about better under-
standing is the use of General Livestock Trips to Chicago and on 
to the heavy meat consuming areas of the East. These trips have 
been held since 1932. Various livestock associations and farm 
. organizations are invited by Swift & Company to send a representa-
tive of their group on the trip. The trip list also includes col-
lege :personnel and the people in the farm publication field. Al.l 
expenses for the trip, from the time a man leaves home until he 
returns, are taken care of by Swift & Company. The trip commences 
in Chicago at the General Office of Swift & Company where they are 
allowed to accompany livestock buyers while in the stockyards. 
The men also receive an intimate~±nsight into the operations of 
the company by various company executives all the way u:p to the 
President and Chairman of the Board of Directors. After two days 
in Chicago, the group leaves for Boston, Massachusetts, where 
they study selling and distribution methods. T.h~spend Wednesday, 
Thursday, Friday, and Saturday morning in Boston studying the 
sales unit operation and means used to sell all of the various 
:products. They also visit retail food stores and actually talk 
with consumers. On Saturday, the group moves to New York City 
where the stage is set for the New York City operation. Sunday 
is free for the men to do as they :please. All day Monday and 
Tuesday morning, a similar :program to that carried on in Boston is 
arranged for New York City. On Tuesday afternoon, the group 
moves on to Baltimore, Maryland, where they study the distribution 
set-up further and accompany salesmen to call on the retail trade 
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Wednesday morning. Wednesday afternoon, the men go to 
Washington, D. c. and are allowed to spend the day as they see 
fit. Thursday night, the participants return to Chicago for 
the final session on Friday in the General Office of Swift & 
Company. As a sum:ma.ry, the General Livestock Trip participants 
see the entire operation of the meat packing business from the 
purchase of the live animal in the yards through to the actual 
sale of the meat in the retail stores. It i's a rare opportunity 
for them to became thoroughly acquainted with the meat packing 
and distribution business. 
Market Studies for Vocational Agricultural Teachers and 
County Agricultural Agents are also conducted by the Agricultur-
al Research Department. These Market Studies are General Live-
stock Trips on a much smaller scale and are conducted in various 
plants of Swift &'Company over the United States. Arrangements 
for the participants on the Market Study are.made through the 
State Extension Service or State Vocational Agricultural Depart-
ments. The men come into the city in which we have a plant and 
are allowed to accompany livestock buyers in the stockyards, 
visit with the management of the plant, thoroughly study dis-
tribution and sales, and accompany salesmen calling on the retail 
trade. 
Members of the Agricultural Research Department staff attend 
as many state livestock and farm organization conventions as pos-
sible during the course of a year. They avail themselves to 
visit with livestock producers and the leaders of various pro-
ducer associations. They also are available for consultation and 
program participation when the question or need arises. Frequent-
ly they are scheduled on the convention program beforehand, but 
sometimes are called on extemporaneously. 
Speaking engagements and other group meetings are also used 
as a medium to disseminate information to livestock producers. 
This is not necessarily confined to the livestock producer field, 
but service clubs often request a speaker to explain the function 
of the livestock and meat industry and particularly that portion 
related to livestock producers. Women's organizations often re-
quest a speaker from the Agricultural Research Department. Most 
of these speaking engagements are on the meat-packing business. 
Advertising in the form of informative messages has been 
quite effective in disseminating information to livestock pro-
ducers. These informative ads appear in farm and ranch publica-
tions that blanket the United States. The ads are built around 
the thought of informing livestock producers of services ren-
dered by the meat packer and explain much of the function of a 
free market and the part each phase of the livestock and meat 
industry plays towards the final goal. 
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Films have been another very effective means of bringing 
ab9ut better understanding between SWift & Company and live-
stock producers. The films cover a number of different areas 
but are basically built towards informing the livestock pro-
ducers of the livestock buying, processing, and distribution 
of meat and by-products. Five different films covering these 
various points are available to any group, County Agent, or 
Vocational Agricultural teacher free of charge. 
A number of informative booklets have been produced by the 
Agricultural Research Department. These cover every facet of 
the business~ The Elementary Science Series has been developed 
specifically for the use of school teachers in their classrooms. 
It bas been found that the Elementary Science Booklets are used 
in classrooms from the fir.st grade up through college. More 
detailed booklets have.been developed for adults. You are being 
sent a complete set of these booklets for your information. 
Throughout the year, a great deal of correspondence is re-
ceived by the Agricultural Research Department. Every attempt 
is made to answer these letters in the most friendly and com-
plete manner. As vTOuld be expected, many of the letters we re-
ceive are critical. These letters, of course, are dealt with 
very carefully with every effort being ma,de to state the facts 
and reasons for the particular situation existing. 
It can be seen that every case is different but with the 
various media and facilities available, the Agricultural Re-
search Department is equipped to deal with every method cf dis-
semination of information and ultimately bring about better un-
derstanding among the livestock producers and.their feeling 
towards meat packers. 114 
' 
CONCLUSIONS 
T.he need tor supplier relations varies with the type of business, 
and with such other factors as competitive conditions in the industry, the 
number of suppliers, and economic factors of supply and demand. A company 
manufacturing products and buying from a large and complex market generally 
bas more need tor a supplier relations program than a company engaged in 
the extraction of raw materials or who is not dependent on suppliers. 
Some companies, therefore, have developed well-rounded supplier re-
lations programs with sizable staffs studying a wide variety of supplier 
problems. Other companies have found that a single executive, alert to 
the problems of his company, is sufficient to provide the company with all 
the necessary tools in the sound administration ot a supplier relations 
program. 
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CHAP.ml IX 
COMPANY ORGANIZATION FOR SUPPLIER RELATIONS 
THE GENERAL SHOE CORPORATION 
'. 
Introduction. 
T.he organization, experience and practices of a medium-sized company 
involved in supplier relations will be described in the following chapter. 
The purpose of this pooling of info~tion will b~ to aid a public relation 
department in a corporate organization by providing it with a yardstick 
against which individual company practices and procedures can be compared 
·and analyzed. Supplier relations organization1 policies, and practices 
vary widely from company to company, just as do supplier relations prob-
lems. Company size and location, the amount of suppliers, the nature of 
material needs, market conditions and the overall economic outlook are 
among the many factors which determine the character of an individual 
organization for supplier relations. Of equal importance are the capabili-
ties and the resourcefulness of the public relations functions and the pur-
chasing function in organizing fpr supplier relations. Much of the -" . .ur!lll7 
tion presented in this chapter has been drawn from the company's policy and 
organizational manuals and from personal correspondence files. 
Company Organization 
Description of the organization for supplier relations in the Gen-
eral Shoe Corporation follows: 
The General Shoe Corporation, located in Nashville, Tennessee, manu-
factures various types of men 1 s, women 's, boys ' and children 1 s shoes. It 
10.1. 
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employs:~ approximately 15,000 people and grossed about 177,000,000 million 
dollars worth of' business in 1954. Cost of' purchased material was approxi-
mately $14o,ooo,ooo f'or the same year.l Raw material and partly f'inished 
supplies are f'urnished by over 600 dif'f'erent suppliers of' leather and rub-
ber products.2 
Actually, the General Shoe Company doesn't have a "supplier relations 
program11 in accordance with all of' the principles of' sound supplier rela-
tions f'ormulated by the writings of' public relations practitioners thus f'ar 
on the subject. For example, relations with suppliers have never been 
written down in the policy manual as a responsibility of' the public rela-
tions department. 
On the other hand, there is evidence that the company recognizes the 
importance of' good supplier relations and has been very progressive in sup-
plier relations activities. In the words of''Maxwell E. Benson, Public Rela 
tions Director, General Shoe Corporation: 
11It is simply that our purchasing department realizes that it 
cannot possibly succeed unless it has a complete and f'riendly 
understanding with every person and organization in the country 
which has something to of'f'er our purchasing department. 11 
From this statement, it can be seen that General Shoe's purchasing 
department knows that they are dependent upon these people -- and not in-
dependent of' them. This underlying philosophy dictates the necessity f'or 
good relationships. 
The company theref'ore takes the completely sensible attitude that it 
(.) must communicate this f'eeling to all suppliers. The public relations de-
partment and the purchasing department accomplished this communication by 
getting together and outlining in black and white exactly how General Shoe's 
I 
! 
employees felt about suppliers. ~s they did with a series of printed 
media which were initiated by purchasing personnel and were written by 
both public relations and purchasing departments. Then they communicated 
the feeling to the suppliers themselves. T.bis was done by distributing 
\ 
these publications to every suppli¢r who visits the General Shoe Corpora-
l 
'tion and by mailing to suppliers a:h over the United States. In this way, 
i 
the company feels that they have c~eated an atmosphere which will cause 
these people to come to General Shoe Corporation and to offer the best of 
what they have, under the friendliest possible circumstances. 
Table of Organization 
i 
The table of organization (Fi$ure 6) is designed to illustrate 
i 
graphically the way the purchasing department and the public relations de-
partment fit into General Shoe 1 s organization chart. In this case, the 
public relations director is part of the functional staff and reports dir-
ectly to the chairman of the corporation, a member of the administrative 
committee. Purchasing, in this oper~tion, is assigned to the financial 
i 
executive who serves in a triple role of Vice President, Treasurer and 
Director of Purchasing. Organizing for supplier relations has become quite 
naturally one of staff coordination between the public relations and pur-
chasing departments. 
I 
l 
Internal Departmental Organization fqr Supplier Relations 
Organizing for supplier relations involves, among other things, a 
study of the practices, attitudes and ideas of all company personnel in-
volved in relationships with suppliers,--including the people in purchasing, 
materials control, receiving, inspection and other departments. Obviously, 
--~~n . 
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FIGURE 6 
ORGANIZATION CHART OF THE 
GENERAL SHOE CORPORA'PION 
llllim CIRCLE - AI»!!IIISTRATIVE a::t!IIITTEE 
IODDLE ClRCLE - PUI!CTIONAL STAFF 
OUTElt CIRCLE - OPERATDIG COMPANIES 
the practices, attitudes and ideas1 of these company personnel will vary . 
from company to company, and it would be the job of the public relations 
department to consider each individual problem as part of this overall re-
search. No attempt has been made in this study to consider these individu-
al problems. Rather, it is the intention of the writer to focus the spot-
light on the jbb functions and pra~tices;:of the purchasing division in the 
General Shoe Corporation in order to give the reader an insight on basic 
functions involved in supplier relations. As stated by Harlow and Black: 
"Members of the public relations staff must get out in the field 
and familiarize themselves at the ppint of sales or purchases 
with the problems and opportunities faced by salesmen and mem-
bers of the purchasing staff.3 
For example, suppose that company X ran neck deep into a series of 
problems ·involving relationships with suppliers. Sources of material com-
plained of poor service, inability to see buyers, insufficient staff 
organization and the like. Faced with the necessity of swift, remedial de-
cisions, the public relations department was given the job to find the 
sore spots and offer suggestive advice. In all probability, the first un-
dertaking would be to classify current internal attitudes and situations. 
Instead of going through the intricate wordage contained in job de-
scription and organization manuals to determine lines of responsibility for 
supplier relations at General Shoe, it was possible to obtain and have ac-
. I 
cess to a new type of linear respons~bility chart developed by a.management 
• I 
! 
I 
consultant firm. For the purposes o$ this study, one of these charts de-
~· veloped for the General Shoe Corporation will be utilized because it gives 
at a glance visibility to the company 1 s complex net of authority and re-
sponsibility. 
Along the left side of the chart (Figure 7) ·are listed concise de-
scriptions of job functions within the framework of the General Shoe Cor-
poration. Across the top of the chart are listed the job titles of the 
people responsible for the performance of these procurement functions. 
Dmv.n the right-ba~d side of the chart are the eight symbols denoting de-
gree of responsibility for purchasing activities. An appropriate symbol of 
responsibility is placed in the box where the job title and the actual sup-
plier relations function intersect. Thus, it is simple to see who does 
what part of all job functions. The following factors will be considered 
in determining the degree of supplier relations responsibility for each 
job function. Symbols, along the right-hand side of the chart are used to 
classify these responsibilities. 
(l} Who actually performs the supplier relations function. 
(2) Who has immediate or direct supervision. 
(3) Who has general or ultimate supervisory responsibility. 
(4) Who must be consulted before a decision can be made. 
(5) Who has the right to decide on special points that may be 
submitted to him. 
(~) Who must be notified of any action taken though not necessarily 
in advance. 
(7) Who may be called in for an exchange of views but need not be. 
Since local attitudes and ideas will change with the period, it was felt 
that this responsibility chart would be advantageous to a public relations 
department in its examination of internal purchasing procedures. Although 
in the organization for supplier relations at General Shoe, the chart was 
not available to public relations personnel at the time the program was 
initiated. 
l05. 
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Administering Supplier Relations 
An effective. supplier relatiobs program, similar to other public re-
lations activities, requires careful planning and coordination of all execu 
tives and departments involved. 11First, the internal organization must be 
established to allocate responsibil=l-ty for administering supplier rela-
tions. 115 j I 
Referring back to the linear 
; . . 
responsibility chart, the authorities 
and responsibilities for supplier r¢lations functions will next be analyzed 
by job functions. Specific respons~bilities for supplier relations activi-
' i 
ties will also be included in this 'tireakdown. Data was obtained from the 
! 
company policy manuals and pamphlet~. Major functions which deal directly 
with suppliers are outlined in red. 
Inspection and Quality Control 
11Good supplier relations begiris 'at home' in the office and with 
the people ip the purchasing, receiving, bookkeeping, order, in-
spection and oth~ departments which may have personal contacts 
with resources ;nb ; . 
I 
At the General Shoe Corporation, inspection of incoming shipments is 
I 
i 
a vital part of the purchasing function and therefore becomes an element 
to consider in organizing for supplier relations~ It is the duty of the 
inspection department to insure compliance with the defined standards of 
I 
quality and their responsibilities may sometimes take them into the ven-
' 
dors ' plants. i Quite naturally, persbnal relationships have developed be-
' 
tween the inspectors and the supplie~s. This relationship 1vould have to 
be examined by the public relations director in his internal research stud-
ies. Personnel to be considered in this supplier relations function inti~. 
elude: 
~========~==========================~=================================*':-=·~~~'----
Manager, Quality Control i 
Executive Assistant Director: 
Director of Procurement ! 
Manager, Purchasing 
Route and Trace Shipments 
The traffic function at General Shoe is a specialized phase:: of·man-
agement dealing with such matters as selection of methods of shipments, 
rate schedules, and claims. In any business organization there are traf-
' ' 
fie problems concerning incoming and outgoing shipments. It is the< .. ~•-
former that would be of primary interest to the purchasing department and 
the public relations director. Traffic personnel at General Shoe are in-
volved in relations with suppliers and the carriers of suppliers' material 
from the time that the products are' shipped from source to arrival at 
destination. Personnel to be consiaered in this function are: 
i Manager, Purchasing i 
Executive, Assistant Director! 
Purchasing, Agent H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Manager, Materials Control 
Establish Sources of Supply 
One of the most important functions at General Shoe is the establish-
ment and selection of the source or sources for the requisitioned material. 
For most purchases, there is a number of alternative suppliers from which 
; r 
one must ultimately be selected. ~e manner in which this company selects 
j ' -
a source depends to .a considerable ~xtent ori whether the material is bougll,t~: 
regularly or is one that has seldom, if ever, been bought before. In the 
former case, the purchasing agents at General Shoe have a group of approved 
sources with which they have dealt in the past. Their selection of the one 
' i 
to be favored with the current order will depend on such considerations 
as price and their desire to alloca~e their orders so as to maintain the 
good will of alternative sources as a safety factor. This function would 
necessarily be surveyed in organizing for supplier relations because its 
procedures and systems affect relations with suppliers in many ways. 
Personnel involved in this job function include: 
Purchasing Agent H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Manager, Purchasing 
Director of Procurement 
Negotiate Vendor Agreements. 
During the process of selecting a source the p~chasing agents at 
General Shoe must ascertain price information on the items being 
purchased. Price is one of the imwortant factors on which the final 
I 
choice is based. It is secured by: conducting negotiations with the 
i 
seller until agreement is reached 6n price and terms. In this area many 
sound supplier relations policies ~ve been formulated including the 
policy of General Shoe to not reve~l offers of other companies by name 
in trading negotiations. Personnel. to be considered in organizing for 
supplier relations would comprise: 
Purchasing Agent H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Manager, Purchasing 
Director of Procurement 
Negotiate Material Processing Contracts. 
Contracts for leather and related material at General Shoe are of so 
many kinds that it would be impossible to attempt to fully describe them. 
l09. 
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The important factor to take into qonsideration in this job function is 
. ! 
that a contract is the agreement ~e between the General Shoe Corporation 
; 
and the supplier of materials. Na~urally, misunderstandings have occurred 
in this area and it becomes a vi~ function to consider in supplier rela-
tionts organization. General Shoe personnel who are responsible for 
negotiating contracts are: 
Purchasing Agent H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Manager, Purchasing 
Director of Procurement 
Coordinate Contract Processing Operations. 
The purchasing department at the General Shoe Corporation considers 
the following up of contracts as an important responsibility. One of 
these objectives is delivery of su~plies at the right time and at the 
right pl~ce. Follow-up consists essentially of securing a definite 
connnitment from the supplier about delivery dates. During World War II, 
the purchasing department. at General Shoe Corporation was unusually con-
cerned over the time of delivery, and the practice of expediting came into 
general use. T.he follow-up of a purchase order at General Shoe thus 
involves some sort of regular contact with a supplier until an explicit 
acceptance of the order is received and a commitment made of delivery date. 
This good will contact, mostly personal, is often a factor in determining 
whether the company can secure an ~arlier delivery of material from 
suppliers. Included in this job function are: 
Buyer I 
Buyer ~ 
BuyerM 
Buyer Q 
uo. 
Purchasing Apnito H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Maintain Cooperative Source Performance. 
An important part o:r General. Shoe's purchasing has to do with the 
maintenance of cooperative source performance. This source performance 
is based on mutual trust and confidence and it has grown out of deaJ.ings 
between the purchasing agents and the suppliers over a period of time. 
Officials at General Shoe :reel that too much emphasis cannot be placed 
on the importance o:r this phase o:r purchasing. They feel that the worth 
of their purchasing department can be measured by the amount o:r good will 
it has with its suppliers. Such good will helps General Shoe achieve its 
objectives of buying the right goods in terms of quality, price, time and 
place. The major and minor department heads and the raDk. and file workers 
in this purchasing department realize that good relations with suppliers 
may contribute to better service from those suppliers. To the company, 
prompt deliveries of leather goods are sometimes even more important than 
a low price. The supplier's willingness to accept "rush" orders may 
depend on the relations between the two companies. Designated in the 
General Shoe Corporation to maintain cooperative source performance are 
the :rollowingi 
Purchasing Agent H 
;purchasing Agent J 
Purchasing Agent L 
~chasing Agent N 
~ger, Pw:_-cbasing 
Maintain Good Source Relations 
As it applies to General Shoe's policy with suppliers, goOd source 
relations may be described as the sum total o:r all the efforts o:r the 
lll. 
Director o:f Procurement and his subordinates in working with and com-
municating with the six hundred odd suppliers of materials. The import~ 
ance of securing the right material, in the right quantity, at the right 
price, at the right time, and with the right service had been stressed by 
General. Shoe's policy makers in their supplier relations programs. The 
'. 
company :feels that the purchasing department can most easily achieve these 
goals when they have established good supplier relations. At General. Shoe, 
suppliers are more than just a source of supply. Purchasing agents find 
that suppliers are an extremely important source of information regarding 
materials, market conditions, price trends and general industry informa-
tion, Safeguarding this source o:f information is another important 
reason why the company establishes §Ound relations with suppliers. In 
observing the linear responsibility chart, it is evident that the :function 
of maintaining good source relations is accomplished by more individuals 
than a.n:y other job :function in the purchasing department. No J.ess than 
eleven people are directly responsible to maintain good supplier relations 
in the organization. In :fact, there are more positions in the purchasing 
department that are associated with supplier relations maintenance than 
any other of the thirty-one odd :functions. R~sponsibiJ.ity :for supplier 
relations include the following: 
Manager, Purchasing 
Purchasing Agent H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Manager, Materials Control. 
Assistant: Manager. and Plant Liaison 
Material. Group Control. Supervisor S 
Material Group Control- Supervisor U 
Material Group Control. Supervisor W 
Material Group ControJ._Supervisor Z 
ll2. 
Director of Procurement 
Executive Assistant Director 
Manager, Plannjng and Development 
Manager, Statistics and Reports 
Manager, Qua.li ty Control 
Manager, Traffic 
Release and Expedite Shipments - Source to Warehouse. 
The General Shoe Corporation puts the responsibility for expediting 
shipments on the materials control department. This assigmnent is based 
on the logic that delays in receipt of goods must be reflected in pro-
duction plans.. In this company, especially during ;Periods of short supply, 
the duties of the Materials Control Supervisors are enlarged to include 
field expediting. This involves direct contact with the supplier at his 
·.plant and may even include contacts with the suppliers of the vendor. 
Thus, the materials control division becomes a very important group to 
consider in organizing for supplier relations because of their personal 
connection with the source of materials. Responsible personnel are as 
follows: 
Material Group Control Supervisor S 
Material qroup Control Supervisor U 
Material Group Qontrol Supervisor W 
Material Group Control Supervisor Z 
Purchasing Agent H 
Purchasing Agent J 
Purchasing Agent L 
Purchasing Agent N 
Director of' __ P.rocurement 
Assistant Supervisor T 
Assistant Supervisor V 
Assistant Supervisor X 
Assistant Supervisor Y 
Maintain Good Plant Relations. 
Although the maintenance of good plant relations does not involve 
s~iers, it does have its place in the purchasing department and would 
fall in the realm of the public relations director's internal research 
ll3. 
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problems. The purchasing department has found it extremely helpful. to 
establish good relationships with the plant community. The Plant Liaison 
Manager has established firm contact with the operating plants that has lea 
to close work and harmony. It was considered important for the purchasing 
department to know and understand the problems of the heads of the various 
department that use the materials and equipment they buy. Responsibility 
for the maintenance of good plant relations are as follows: 
Director of Procurement 
Executive Assistant Director 
Manager Statistics and Reports 
Manager, Quality Control 
Manager 1 Purchasing 
Purchasing Agent H 
Purchasing Agent J 
Purchasing Agent I,. 
Purchasing Agent N 
Manager 1 Materials Control 
Assistant Manager and. Plant Liaison 
Material Group Control_ Supervisor S 
Material Group Co~trol Supervisor U 
MB.terial Gro'il.p Control Supervisor W 
Material group Control Supervisor Z 
Supervisor:, Shipping, Receiving and Transportation 
Receiving Incoming Materials • 
.. Supplier relations consists of a number of little things, mainly 
involving contacts establishe~ by employees in the purchasing, receiving, 
7 
and ~operating departments. u In the General Shoe Corporation these 
contacts are considered very important because they take place during the 
final stages of a purchasing contract--which is delivery at destination 
of the material purchased. A second reason for close working relations 
between receiving personnel and the suppliers arises from the need for 
fast action in certain situations that a receiving department may uncover. 
When goods are damaged in shipment or lost in route, company policies 
specify proper procedures to be taken by receiving personnel. In this way 
114. 
complaints and claims are kept to a minimum, Involved in the receiving 
operation are the following: 
Executive Assistant Director 
Assistant Supervisor.T 
Assistant Supervisor U 
Assistant Supervisor X 
Assistant Supervisor Y 
Although the number of positions in a purchasing department that are 
directly involved with suppliers will vary greatly from company to 
company, it is evident that General Shoe has more than thirty people in 
the organization that can personally create good or bad relationships with 
resources. A check on the attitudes and opinions of people in these 
positions would logical1y pl:'ecede any other supplier relations activity. ' 
Before the public relations director could hope to interpret the company 
to its suppliers, he mu,st be thoroughly informed as to its purchasing 
organization and personnel. After _this survey of inte.rma.l .PJ:'Ocedures and 
systems affecting relationships with suppliers, a public relations director 
would move into the policy making area. 
Organization of the General Shoe Program. 
"The function of the public relations department is to assist 
management and the purchasing director, in the formation of good 
supplier relations policies and to ai~ the purchasing depart-
ment in carrying out these policies." 
In the case of the General Shoe program, it can be stated that all of the 
policies were initiated by the purchasing department and top management. 
According to Maxwell E. Benson: "They came to us with the ideas, and we 
did the outright writing in some of them; we rewrote others and some they 
did all the writing themselves. n 
115. 
Supp1ier Relations Policies for the General Shoe Corporation. 
1. To buy always on merit. 
2. To treat our sources with the same courtesy and in the same 
manner t~t we treat our customers. 
3. Our buyers should visit the sources of supply at his plant at 
least once every six months. 
4. We should invite the top management of our source of supplies to 
the main office at least once a year. 
5. Inventory Control supervisors should visit source of su,pply 
plants as.often as necessary to be familiar with his capabilities and 
problems. 
6. We will always work to give the source of su:p:ply as much 
continuity of orders as possible. · 
7. Full information that affects the source of supply should be 
given to him as far in advance as possible. 
8. Rush shipments will be held as low as possible. 
9. Quality control should check all material upon receipt, and the 
source should be notified at once of any problems. 
10. If we think his quality isn't up to our standard, we'll say so 
openly and.honestly, but.also diplomatically and decently. 
11. Material must not be r~turned without the consent af the source. 
12. Rebates on goods which are not right, or for any other reason, 
should never be accepted.9 
ll6. 
CONCLUSIONS 
The objectives of this chapter have been to relate the organization, 
experiences and practices of a ·medium-sized company involved in supplier 
relations activities. Primary emphasis was laid on the third step or the 
organization process {fixing responsibility) referred to in a preceding 
chapter. Through the use ot a chart developed by a management consultant 
firm, it was possible to spotlight the supplier relations functions and 
the titles of the personnel responsible for those jobs. In organizing 
for supplier reJ.ations, it can be seen that a public relations director 
would have to make a comprehensive internal investigation to survey 
suppJ.ier relations responsibilities. In the General Shoe Corporation, 
it was determined that more than thirty people in the company have a 
personal and direct connection with supplying firms. As noted, the 
purchasing director is only one of the many people involved in relations 
with this very important public. 
If a pubJ.ic reJ.ations department is to work in close coordination 
with the purchasing function in the formation of suppJ.ier reJ.ations 
programs, it will be necessary that all of these supplier relations 
functions be studied and analyzed in order to build a J.ogical, workabJ.e 
organization to do the job. 
J.l7. 
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CHAPTER X 
SUMMARY AND CONCLUSIONS 
SUMMARY. .An essential to the purchasing function is the building up of' a 
continuous and reliable source of' supply. As contrasted with purchasing 
a hundred years ago 1 emergencies and changes are frequent in modern 
industrial procurement. This factor demands an increased awareness of' the 
importance of' maintaining good relations with suppliers. On the other 
hand, specific programs to improve supplier relations have been neglected 
by a large number of' industrial organizations. 
In many cases, poor relations with suppliers came about through 
unfair methods of' bey;L:D.g . or from purchasing methods verging on sharp 
practices. Codes of' ethics, as drawn up by various organizations, have 
done much toward differentiating between fair and unfair practices. 
But codes of' ethics influence only those intending to be ethical. For the 
others, laws had to be passed. 
The reputation of' the organization among suppliers depends to a 
considerable degree upon how the purchasing department conducts itself' and 
this invests it with peculiar responsibilities. These responsibilities 
must be kn~r.n and analyzed by the public relations department before a 
supplier relations program can be formulated. 
Thus, the objectives of' supplier policies in a corporate organization 
may be summarized as follows: 
1. The providing of' opportunities for increased supplier perform-
ance by aJ.l members of' the company who have relations with resources. 
Means must be provided for securing a thorough knowledge of': 
·'120. 
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2. The creation and conservation of supplier goodwiJ.J. by: 
a. fostering cordial supplier relations. 
b• observing high ethical standards. 
3. The protection of the organization's interests by: 
a. insistence upon conformity with def'inite standards of 
performance. 
b. careful attention to legal restrictions surrounding 
the purchasing transaction. 
Satisfactory supplier relations contribute much to the effectivness 
of the purchasing department and must be made a matter of policy. Organi-
zations function only through individuals who represent them and the latter 
are prompted by much the same motives whether they are dealing for them-
selves alone or are representing some large or impersonal corporation. No i 
matter how impersonal the organization may seem, it derives its character 
from the personalities of the individuals whose cooperation gives it life. 
For this reason, supplier relations policies are of the utmost importance. 
The public relations director can better organize for supplier rela-
t::Lons if he understands not only the work of the purchasing personnel but 
also their personalities, minds and interests. Another good way in which 
j he can comprehend the work involved is to have a step-by-step analysis of 
the actual supplier relations functions made up in the purchasing depart-
ment. In preparing for supplier relations organization, the public rela-
tions director may also profit by an analysis of the job of every individua 
122. 
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connected with the procurement operation •. A carefUl study of' the supplier 
relations functions in an organization may also show up specific points 
where improvements are needed. Relations wiih suppliers may be of' poor 
quality at a strategic point where the supplier•s representatives are af'-
f'ected. When the public relations director has quantitative data showing 
the actual results he can stimulate the ·department to improve. 
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CONCLUSIONS 
For over one hundred years, it was widely assumed that the two fac-
tors which largely controlled the purchase of goods and services were 
quality and price. Today a third factor for influencing buying habits 
almost equal. rank. Tbis is continuous and satisfactory relations, usually 
expressed in terms of supplier relations when it is applied to purchasing. 
Competition of modern business corporations baB done much to level 
the price structure and few organizations which depend on low prices alone 
exist for any length of time. Mass production and the complexity of busi-
ness have reduced the advantage of those who depended primarily on price 
in competitive markets. And so today the outstanding difference which 
marks the successful. manufacturer or mercliandiser -is more li.B;e.l:y to be the 
strength of the relations he maintain.s with his suppliers. 
Tbis is a growing trend. Tbe force of it has been proven repeatedly 
-~ by purchasing surveys referred to in this study. One such test showed 
that "reliability of seller" and 'bontinuous supply" under all conditions 
ranked higher than 11low price 11 as factors in the selection of sources of 
I 
I 
,, 
I' li 
supply. 
A Foremost Public 
In many companies, the broad term 11public ·relations" breaks ~own into I 
a number oft iiuisions -- employee relations, customer relations or supplier 
relations. When negotiations with employees are an important and even vi 
function, more emphas~s will be placed on the employee relations division. 
When consumer research leading to increased sales is the objective, this 
may be the primary function· of the public relations arm. But whatever else 
'I 
I 
II ,, 
I 
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may be of essential interest, supplier relations should always be embedded 
in management policies. Why? Simply because the suppliers help to keep 
the or~ization in business. Econo~cal, ethical and legal aspects of 
this relationships also prove the necessity of fostering understanding and 
good will. Without suppliers, there would be no sales, no labor to contend 
with; even the good name of the company would be of little vaJ..ue if there 
were not satisfied suppliers ready and willing to sell to the company. 
The field of supplier relations is a wide one. And yet rna.I?Y corpora-
tions have neglected this area as one of positive public relations. It 'I 
pleads for more attention. Its objectives are simple and attainable: Do 
everything that is practical to promote -- and deserve -- the loyalty and 
friendship of suppliers. The results are varied and profitable. 
As indicated at the outset, the purpose of this study has been to de-
scribe the structure and behavior of supplier relations issues and not to 
settle them. The statements of the issues does more, however, than merely j 
I 
pose problems for the public relations profession to solve. They suggest 
several important conclusions. 
(l) that the problems of identifying and formulating definite sup-
plier relations policies is a complex matter which goes to the very root 
of our basic ethict;l.l -and economic philosophy. 
(2) that, although it is easy to assert tbat.purchasing executives 
and public relations directors should assume all moral and ethical supplier 
I 
I 
I 
I 
I 
relations responsibilities, deeper analysis often shows that there are lim- 11 
its to the range and extent of responsibilities which they, as businessmen IJ 
in a competitive world, caq reasonably be expected to assume. ll 
li 
II 
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(3) that much careful study, :f!esearch and ethical ana.J..ysis will be 
required by the public relations profession before they will be able to 
formulate supplier relations policies in a form which will be concrete and 
which will receive wide acceptance. 
( 4) that in such a study, various points of view, including top 
management and the purchasing and public relations fraternities, must be 
effectively represented. 
I 
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